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g What's Happening to the Big Harvest... 


Here’s the story of how steel brings America’s 


rich harvest to your table... 


i arvest time. 

— Pumpkins and cornstalks. 
: Warm, hazy days. Slightly 
chilly nights. 

The earth leans back to rest. Man 
has taken its gifts, moved them along 
to your table. 

Just the wonders of how much we 
grow, how much we harvest, how much 
it takes to feed the hunger of millions, 
might obscure another wonder 

Imagine, half of our entire food 
supply is preserved in tin cans! 





Look at these figures 


The remarkable volume and variety 
of foods brought to you in cans cer- 
tainly attest to the importance of 
this all-purpose container. 

On an average, 80 percent of all 
sweet corn and tomatoes harvested is 
canned. About 75 percent of the 
green peas and beets, and about one- 
half of the asparagus, are canned. 

And as to fruit—almost 60 percent 
of sour cherries, 45 to 50 percent of 
peaches, pears, apricots, are brought 
to you in tin cans. Besides, a tremen- 
dous variety of juices, soups, meat, 
fish, milk and other specialties. 


Advantages of tin cans 


There are, of course, many reasons 
why so much of our food comes in the 
tin can. 

It is strong, approximately 99 per- 
cent steel, with a coating of tin to 
make it resistant to corrosion. It won’t 
break or shatter. It’s easy to carry. 

It’s compact, adding only the tini- 
est fraction of an inch to the dimen- 
sions of its contents. It’s sanitary, too, 
used only once. It’s economical, sav- 
ing greatly in automatic canning, 
shipping weight, and storage space. 
And it’s the most versatile container, 
used for foods, paints, oils, soaps, bev- 
erages and many, many more things. 


National’s role 


Our Weirton Steel Company is a lead- 
ing supplier of the electrolytic and hot- 


NATIONAL STEEL 


GRANT BUILDING 


dipped tin plate required for the more 
than 35 billion cans made each year. 

Of course, tin plate is just one of the 
many steels made by National Steel. 
Our research and production men 
work closely with customers in many 
fields to provide steels for the better 
products of all American industry. 

At National Steel, it is our constant 
goal to produce still better and better 
steels of the quality and in the quantity 
wanted, when they are wanted, at the 
lowest possible cost to our customers. 














SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company ¢ National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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AREA RESOURCES BOOK 
explains why area we serve offers 
tremendous opportunity to industry. 


Write for free copy 


P. O. Box 899, Dept. R, Salt Lake City 10, Utah 


UTAH POWER 


& LIGHT Co. 


64th DIVIDEND NOTICE 


The directors, on October 14, declored o regular 
quarterly dividend (No. 64) of thirty (30) cents 
per share on the Common Stock, payable on 
December 20 to shareholders of record November 
3. The quarterly dividend (No. 2) on the 414 
per cent Cumulative Preferred Stock, Series A, 
will be paid on December 1, ot 28th cents per 
share to shareholders of record November 3, and 
the quarterly dividend (No. 2) on the 5% per 
cent Cumulative Convertible Second Preferred 
Stock, Series of 1955, will be paid on December 1 
at 414th cents per share to shareholders of 
record November 3 

W. D. FORSTER, Secretory 


SUNRAY MID-CONTINENT 


Oa 


SUNRAY BLDG. TULSA, OKLAHOMA 





g. 
==> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Thirty-Sixth 
Consecutive Quarterly Dividend 
plus Extra Dividend 


The Board of Directors of Columbian 
Carbon Company has increased the 
regular quarterly dividend rate from 
50¢ per share to 60¢ per share and ac- 
cordingly declared a regular quarterly 
dividend of 60¢ per share, plus an extra 
dividend of 20¢ per share, both payable 

mber 9, 1955 to stockholders of 
is 1958. the close of business November 

1 





RODNEY A. COVER 
Vice-President—Finance 
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The Trend of Events 


PRE-CAMPAIGN STRATEGY ... The uncertainty in- 
jected into the political outlook for 1956 by Presi- 
dent Eisenhower’s illness necessarily has affected 
the planning of both parties. Up to the time he was 
stricken, it had been generally held that the Presi- 
dent would be the Republican nominee and that he 
would be invincible against any Democratic candi- 
date. Now the situation has radically changed. The 
Republicans must cast about for a new standard- 
bearer. In the process, basic differences between 
leaders of that party, partially concealed up to now 
through the over-powering prestige of the President, 
are likely to become more visible to the public gaze 
in coming months. 

The Democrats are not in a much better position. 
Now that the Democratic nomination has become 
much more valuable through the expected with- 
drawal of President Eisenhower from the race, and 
the enhancement, thereby, of Democratic prospects, 
rivalry between leading candidates of the party may 
be expected to become much sharper. In any case, 
wide-open Conventions for both parties and a bitter 
electoral struggle seem in store, in contrast to a 
relatively placid campaign (with its apparently 
foregone conclusion) had the 


their platforms that might injure these twin pillars 
of national well-being. This is obviously true of the 
Republican leaders who will agree, despite previous 
differences, that the party’s best chances would be 
to run on the President’s magnificent record. 

In the Democratic party, too, middle-of-the-road 
Lyndon Johnson and other leaders sharing his realis- 
tic outlook are moving to prevent the more radical 
elements from gaining control of the party appara- 
tus; and, likewise, are making preparations to fore- 
stall any possibility of a New Dealish flavor being 
injected into the party platform. 

Such tactics by both party strategists would fit in 
well with the mood of the country which is violently 
opposed to having its equanimity disturbed, and sees 
no reason for a basic change in policies which have 
brought the nation to its present economic pinnacle. 


THE FEDERAL STOCKPILE . . . Twice a year, in April 
and October, the Office of Defense Mobilization re- 
ports to Congress on the progress of the Federal 
stockpiling program. Latest report by Arthur S. 
Fleming, ODM director, was for the first half of 
1955. He said more than a million tons of critical 

and strategic materials had 





President been able to run. 

Despite the national ex- 
citement and hullaballoo we 
may expect in the 1956 pre- 
nomination and election cam- 
paigns, it would seem doubt- 
ful, considering the desire of 
the people for Peace and 
continued Prosperity, that 
either party would risk de- 
feat by adopting planks in 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


been bought in the six 
months, at a cost of $300 
million. The stockpile’s cur- 
rent value is $4.7 billion. 
The stockpiling program, 
set up under President Tru- 
man, doubtless has a long- 
range value as a step toward 
preparedness for some fu- 
ture emergency. Moreover, 
the business community will 


This 
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be reassured to know that the program is carried 
out methodically. Nothing could be a greater dis- 
service to the stockpiling idea than to have it per- 
verted into a boondoggling operation, with scarce 
materials hoarded at some times and dumped on 
the market at others. 

After this has been said, however, there still re- 
mains room for some doubts. Part of the increase 
reported in the stockpile’s value was attributed to 
higher prices for rubber, aluminum and copper. 
Aluminum has not been a bad actor as to price this 
year, but certainly 50-cent copper from custom 
smelters, and 48-cent rubber in the New York whole- 
sale market, have been signs that those prices were 
out of line. Rubber has broken to 40 cents from the 
year’s highs, and copper has returned to the 43-cent 
peak the major mining companies set. Was any 
copper or rubber bought at the year’s peaks, and 
if so how much? It would be reassuring to know 
that this program is in the hands of commodity 
traders who know what they are doing. 

There is a larger question, that of inventory- 
building in general. Already, since World War II, 
there have been two brief but uncomfortable reces- 
sions—those of 1949 and 1953—caused by runups 
and then rundows in inventories. While it would be 
dangerous in the extreme, as we said above, to at- 
tempt counter-cyclical action with the stockpile, it 
also appears to be the least bit foolhardy to buy for 
the stockpile at times when industry in general is 
buying heavily for inventory. 

The ~~uilibrium position in between will be diffi- 
cult to find, but it seems to The Magazine of Wall 
Street that the stockpiling authorities owe it to the 
long-suffering taxpayer to make sure that stockpil- 
ing is carried out with the least incitement to new 
inflation as well as the least possible dollar cost. If 
anything of that kind is being done, it is not being 
very well-publicized. 

Another consideration must be the nature of the 
stockpile itself. Ultimately, it is supposed to contain 
$10.4 billion of 75 strategic and critical materials. 
With the vast changes taking place in the methods 
of making war, of which we hear almost daily, it 
would be comforting to have a review of the stock- 
pile goals every now and then, to be sure they aim at 
the goods we shall need to fight the next war and 
not the last one. 

After all, if it were found possible to take a part 
of this sum off the budget—and at the same time 
lessen competition for private purchasers in the 
wares of which the stockpile consists—individuals 
might have more of their own money left after the 
tax collector got through with them. 


BOOM IN WORLD POPULATION .. . In the past dec- 
ade, world population has increased by a third of a 
billion and is now in excess of two and a half billion. 
This is probably the most significant economic fact 
of the post-war era, obviously exceeding in long- 
term importance any other economic or political de- 
velopment of the current period. 

The present rate of world population increase is 
in excess of 30 million annually and will probably 
reach an annual rate of close to 40 million in an- 
other decade. This means that there will be close to 
3 billion people on this planet by 1965. By 1985, the 


United Nations experts have estimated, world popu- 
lation will reach the stupendous figure of 4 billion. 

The rate of population growth varies from coun- 
try to country and, indeed, from continent to con- 
tinent, but the highest fertility rates are noted in the 
least industrially advanced nations and, therefore, 
in the nations least likely to be able to raise produc- 
tion levels sufficient to meet the needs of a swiftly 
increasing population. 

Unless this situation can be radically bettered, 
and in time, the world may find itself eventually 
swamped by the menacingly preponderant masses 
of the economically under-privileged in Asia, Africa 
and Latin American regions where the population 

oblem is exhibited in its most acute form. 

It would seem that collective world statesmanship 
of the highest order will be needed in order to avert 
an ultimate catastrophe steadily being brought into 
focus, as a future possibility, by the enormous eco- 
nomic disparity existing between huge and growing 
sections of the world’s population. 

* United Nations experts have stated that “gno-4 
rance, greed, strife, superstition, and blind adherence 

radition will prevent men from accomplishing 
works that are in their power even though the al- 
ternatives may be misery and starvation”. It is for 
the world’s leaders, and for their own sake, for the 
advanced industrial nations of the world to see to 
it, that this gloomy prophecy is not permitted to 
come true. 


HOGS AND POLITICS . . . To add to the woes of the 
Republican party strategists as well as farmers, 
prices for hogs will probably sink lower in the final 
quarter of the year as the peak slaughtering season 
hits full stride. Since the production of pork is a 
highly valuable element in farm economy, this 
means that the already acute farm problem will be- 
come intensified in coming months, and conse- 
quently, more of a political factor than ever. 

How this chronic political and economic dilemma 
can be solved is apparently beyond the capabilities 
of either party. Still, in the farm belt, the Republi- 
can party is being held responsible for failing to pre- 
vent the decline in farm prices over the past three 
years. That most of the decline since Korea was 
due largely to the ineffective policies of the previous 
Administration cuts little ice among farmers. 

In the meantime, farm surpluses are getting well 
out of hand. Solutions are being offered, mainly with 
an eye to the farm vote. Some of them are quite 
silly. Among them, for example, is one whereby the 
government would lease some 50 or 60 million acres 
of farm land and remove them from production. In 
the eyes of the politicians behind this scheme, the 
cost would be inconsequential, a trifling $600 million 
a year. Unfortunately, no plan for crop restriction 
has really worked though this apparently is no con- 
cern of the politicians. As long as the taxpayer can 
be soaked to finance politically-inspired schemes, 
professional politicians will back them to the limit, 
especially in election years. 

Under the conditions, no one need be surprised if 
some sort of a gimmick is used next year with which 
to impress the farmers. That this will not help an 
iota in solving the fundamental problem is beside 
the point—that is, as the politicos see it. 
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As J See Jt! 


By JOHN CORDELLI 


MOSCOW ROCKS THE BOAT IN THE MIDDLE EAST 


$B, offering arms to Egypt—through its 
satellite Czechoslovakia — by intense diplomatic 
manipulation in the Arab capitals, by offering vast 
economic aid to these countries, the Kremlin has 
maneuvered an effective Trojan horse into the highly 
explosive area of the 
Middle East. This is 
palpably far from 
demonstrating “the 
spirit of Geneva”, but 
the discrepancy in be- 
havior is by no means THE 
an embarrassment to \e 
the Russians. \ SENEVA SPIRIT 
As a blackmail ef- \  Y I 
fort to induce conces- 
sions from the West 
in the forthcoming 
Four-Power Foreign 
Ministers’ meeting in 
Geneva, insistence of 
the Soviets on secur- 
ing an important 
voice in deciding the 
destinies of the Mid- 
dle East is timed to 
perfection. As an en- 
tering wedge into a 
region which they 
have tried to pene- 
trate for centuries, 


under Czarist and 
communist regimes 
equally, their ma- 


neuvering fits in log- 
ically with their long- 
range plans. 

By their current 
moves they can com- 
mand events to influence the Geneva Conference in 
their favor. By increasing their prestige among 
government leaders in Cairo and the other capitals of 
the Arab world, they are in a fine position to fish 
in troubled waters. For these leaders represent some 
of the shakiest governments in the world, with only 
a feeble hold on millions of malcontents among their 
population, who are being driven to desperation by 
the stony neglect and indifference of their rulers. 

Yet these regions are of the most vital importance 
to the West. They not only contain most of the 
world’s oil riches but their strategic value and the vast 
land masses they dispose are enormous. If, at the 
very least, the Kremlin can either divert the loyalty 
of the Arab leaders away from Washington, London 
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and Paris to itself; or, if, indeed, it can finally 
manage to win large sections of the Arab populace 
over to communism, an immense blow will have been 
dealt to the cause of the free nations. 

Let there be no question that Soviet influence is 
accountable for the 
enormous resurgence 
of so-called national- 
ism, not only in the 
Middle East, but in 
North Africa, and in 
Asia. That great 
apostle of democracy 
and freedom, Mr. 
Nehru, has. seen to 
that. Ever since the 
Bandung Conference, 
it has been evident 
that he would stop at 
no lengths to stir up 
the entire Arab world 
against the West, 
on the specious plea 


\ of defending them 
"at eG against colonialism 
hina mt rh and imperialism. Yet, 

(ij i he is, in effect the 
ade ally of the greatest 


-) imperial power of all 
, ah Soviet Russia. 
From all the evi- 
dence at hand, we 
have been  hood- 
winked on a grand 
scale. We have poured 
out billions of relief 
money to destitute 
peoples, in the hope 
of saving them from 
starvation, with a good part of it finding its 
way into the pockets of the men entrenched in 
corrupt governments. We have given arms and sent 
specialists to teach the art of using modern in- 
dustrial and agricultural equipment. Much of this 
has gone to nations like India, which, in return 
for the gift, is helping to dig the grave of the 
Western powers in the Arab world, and whose repre- 
sentatives have brazenly helped to weaken the in- 
fluence of the Western powers in the United Nations. 
There can be no question now that our position in 
the Middle East must be repaired, and at once. The 
danger of a total collapse of Western power and 
prestige in that part of the world is imminent. Our 
once favorable position (Please turn to page 168) 
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Realistic Appraisal of Market ‘Trends 


The recent sharp stock market break has now been followed by a substantial rally. A 
basis for anything better than trading-range fluctuation, possibly for some time to come, 
is not apparent. Defer enlarging over-all stock holdings. Pare over-speculative positions 
on rallies. Examine holdings critically with an eye to improving quality and reducing risk. 


By A. T. MILLER 


he he low point to date of the market break 
touched off by news of President Eisenhower’s heart 
impairment was reached in the October 11 trading 
session. At that level the fall from the September 
highs approximated 10% for the Dow industrial 
average, a little over 11% for rails and nearly 8% 
for the utility average — by far the widest sell-off 
seen since start of the major rise from the Sep- 
tember, 1953 lows. It was followed by a good rally, 
under industrial leadership, which gained some 
momentum last week, with trading volume expand- 
ing moderately on strength, but remaining on the 
light side as compared both with volume in the 
September 26-October 11 sessions of heaviest selling 
and with activity on phases of advance earlier this 


year, when such activity was pronounced. 

At last week’s best closing levels, the industrial 
average had made up about 40% of the fall to the 
October 11 low, rails roughly 32%, the utility aver- 
age about 21%. The scope and duration of the rally 
indicate, of course, that the impact of the surprise 
news about the President has worn off, as market 
news shocks usually do within a few weeks. It may 
well be that the recent lows will hold for at least 
some time to come, since’ the market does not as a 
rule discount the same thing twice, although some 
degree of reaction will no doubt follow the present 
rally, and thus provide a further test. 


The Present Outlook 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG OF WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL STREET ~-1909 
4 


The identities of the Republican and 
Democratic 1956 Presidential nominees 
cannot be known for a great many 
months. All indications are that the 
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ee | | | |] | | | | Democratic convention will be “wide 
r| rrr | 1 rT open”. That may also be true of the 
390 1 iF ae +t +—+ 390 Republican convention, if the President 
+144 i EMAND for STOCKS | aan avoids indicating any preference. If 
asoll # q | AS INDICATED BY TRANSACTIONS 350 there is no business recession mean- 
| I] AT RISING PRICES { | while, the outcome of the election itself 
= +r BEREE TTT could be guesswork until the votes are 
310 {|} tf 310 counted. Hence, political considerations 
if E will get less emphasis over the medium 
270 4 270 term than in recent weeks, the trends 
j | "TS SUPPLY OF STOCKS of business, earnings and dividends 

AS INDICATED BY TRANSACTIONS 200 relatively more consideration. 
230 t t ) AT DECLINING PRICES Nevertheless, there has been a change 
{| { t tt $4 — the virtually certain elimination of 
190 aneee 190 Eisenhower from politics at the end of 
onc mig penis — which cannot be 
undone; and its significance m ot b 
MEASURING INVESTMENT AND SPECULATIVE DEMAND pe a ne any ph ew eo 
420 definitely measured, it is a fact that 
M.W.S. 100 ow Cae STOCKS “Eisenhower confidence” has played a 
400 My T1114 143) substantial part in the market’s large 
s20 beet “TRE | rise. It is a fact that political un- 


certainty and conjecture have replaced 
the previous confident investment as- 
sumption that the Eisenhower policies 
would continue for another five years. 
And it is a fact that the political 
“climate” can influence market senti- 
ment in some degree for some time. 
Our conclusion is that bullish en- 


4 6252 9 1623 306 18 20 3 10 17242 9 1623306 . . 
ce ae ae oa” te Mak, thusiasm probably will not return to 


its previous high pitch within the 
presently foreseeable future. This does 
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will resume selling because 
of political uncertainty. 


TREND INDICATORS 


YEARLY RANGE 1945-1954 
MWS INDEXES 
100 HIGH 100 Low 




























































































(Actually, not many sold 335 pohnimekatambeacel 335 stocns stocks — 
on the break, the damage = a = 
resulting largely from re- | **|>~ os rs || 
duced demand in a thin 300 
market). It suggests to us | 3/6 Aa Me - 315 | us 
that buyers probably will N "9 260 
be more conservative, and | 3% 305 | 25 
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is correct, it will be diffi- 
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worse than a selective, 
trading-range market any 
time soon, perhaps with 
the averages confined to 
the September 23-October 
11 range. In this view, any 
significant extension of the 
recent lows would seem to 
hinge on development of 
signs for the worse in the 
business outlook, in combination with, rather than 
re-emphasis on, political uncertainty. 

There are no such signs visible as yet. Industrial 
production, employment, personal income and con- 
sumer spending are at record levels. Although the 
forthcoming statistics will bear watching, we see 
no evidence so far of any tendency for business 
concerns to cut back previously scheduled plant- 
equipment outlays or to reverse recent moderate 
inventory expansion, in line with orders and sales. 

The third-quarter earnings reports, beginning to 
come out in substantial numbers as this is written, 
will make a good showing. So will those for the final 
quarter and the full year. Dividends continue to 
trend up, each week bringing a number of increased 
declarations. Although many stocks, especially those 
most popular for long-pull institutional buying, 
remain amply priced or over-priced, over-all valua- 
tions, as measured by the averages, are not extreme 
(and were not at the September highs), if judged 
by the criteria of past bull-market highs. Thus, the 
Dow industrial average now stands at about 13 times 
likely 1955 earnings, against ratios of 19.1, 16.9 and 
15.6, respectively, at the 1929, 1937 and 1946 market 
tops. It would take merely a projection of the 
dividend-rate rise of the first nine months—whereas 
a larger gain is almost certain in the current quarter 
— to lift the full-year total on the average to $20, 
on which the current yield figures over 4.3%, against 
yields of 3.36% and 3.53% at the 1929 and 1946 
market tops; and exceeded only by 4.51% at the 
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Sensible Policy Now 


All of this is on the supporting side for the 
market, but much of it was certainly discounted 
by the rise to the September highs. So it remains 
to be seen how much “hay” the market can make 
out of good fourth-quarter dividend and business 
news; and that could be a revealing test. Moreover, 
there are some questions in the 1956 business out- 
look. Is the auto industry right in its optimistic 
sales projections? Will the September decline in 
housing starts mushroom? Will the monetary 
authorities relax their credit-restriction policy? 
They are not yet doing so beyond a sparing supply 
of funds for normal] seasonal bank loan extension; 
and hence are “betting” on a continuing boom. 

We advise against expanding essentially specula- 
tive positions here. If you do not have conservative 
reserves, take some profits now. If you have losses 
on some undesirable stocks (which you regret having 
bought) take them to balance against gains or 
earned income (up to $1,000) for tax purposes. 
Examine your portfolio realistically. Put the empha- 
sis on quality, on sound values, on prudence. Obvi- 
ously, a greater portion of one’s investment funds 
should now be in defensive securities — bonds, pre- 
ferred stocks and high-grade stable-income stocks — 
than was called for at lower market levels. 

—Monday, October 24. 
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By JULES WITCOVER 


NEW WORLD POWER LINE-UP 


(Editor’s Note: This is the first of two instalments in 
which the author states the overall problem relating 
to the post-war struggle between the free world and 
the Soviet empire. The concluding instalment will 
contain an appraisal of the present status of the 
United States and thesfree world with respect to the 
all-important question: are we gaining or losing in 
this world-wide and protracted struggle? We con- 
sider this article to be of the highest importance as 
affording the reader an accurate picture of the 
relative strength of the two sides, from the economic 
and political standpoints, as well as the military.) 


= eventful years have passed since 
fascism was brought to its knees and the world, as 
it had done so many times before, looked ahead to a 
“permanent” peace. Within those ten years, the 
threat of another, greater totalitarian idea has 
dimmed that hope and has kindled in its place the 
most ominous global crisis of all time. 

The United States, rich by every economic and 
moral standard, logically has taken the front posi- 
tion in the ranks of the free world. American foreign 
policy consequently has become the cornerstone of 
all resistance to Communism wherever it threatens 
ourselves and our democratic allies, and on the prin- 
ciples and administration of that policy the fight will 
stand or fall. 

Where, in ten eventful years, has this foreign 
policy taken us? Has it been effective in strengthen- 
ing our own position in the world power struggle, 
and has it bolstered our friends? Or are we merely 
holding our own, or perhaps losing ground in this 
ideological marathon? If it has been effective, can it 
be improved? And if it has not, is it likely to be 
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in for a change? 

These are questions that deserve reflection, now 
particularly, when talk of balancing the huge fed- 
eral budget focuses sharply on our entire foreign aid 
scheme—military, economic, technical. By setting 
down what our policies have accomplished, and what 
they have not, the road ahead may be that much 
easier to plot. 

First of all, it is necessary to cut through political 
propaganda of both parties and establish one fact: 
American foreign policy for the last ten years, re- 
gardless of changes in national legislative and execu- 
tive control between Democrats and Republicans has 
been basically a continuous policy. 

Except for differences in approach and in empha- 
sis, some of them admittedly important and effective, 
both parties have pursued the same general objec- 
tives in foreign policy—consolidation of territories 
and peoples already friendly or at least not antag- 
onistic to the free world, and containment of Com- 
munism within the boundaries it had established for 
itself in the immediate post-war period. 

A look at some of the main features of our foreign 
policy today provides ample proof of its continuity 
through the Truman and Eisenhower Administra- 
tions. Point Four technical aid, initiated under 
President Truman, still flows to our allies, and the 
North Atlantic Treaty Organization, to which Gen- 
eral Eisenhower himself was Truman’s chief emis- 
sary scarcely four years ago, remains the hub of all 
European defense planning. 

Whether Republicans care to admit it or not, the 
few voices of dissension in the foreign affairs-minded 
Senate even now are from their side of the aisle, 
and GOP campaign pledges of 1952 to “unleash’’ 
Chiang Kai-shek and to take actions toward the 
liberation of satellite states long since have faded 


THE MAGAZINE OF WALL STREET 








av 
de 


Se 
th 
ar 
Ww 
ve 
th 


el; 
ve 


Ww 
i. 
id 
ez 


n- 


41) 
ty 
a- 
er 
he 
n- 
is- 


all 
he 
ed 
le, 


he 
ed 


ET 





away. The word containment no longer is used to 
describe our chief tactic against Communism, but in 
light of our actions it still fills the bill. 

If it is so that our foreign policy has undergone no 
real, basic change in ten years, there must be a good 
reason. There is, and it is this: despite constant 
criticisms from political factions in both parties 
against the party in power at the moment, there is 
not one single responsible element anywhere in the 
government that would make a basic, clear-cut turn- 
about in that foreign policy if it had the chance. 

This seems like a strong claim to make, but it 
withstands close scrutiny. Of all the responsible 
elements in government today, the one that is widely 
recognized as the most formidable, outspoken 
foreign-policy critic is that of the conservative fac- 
tion within the Republican party itself. 

This faction’s foremost spokesman, Senate Minor- 
ity Leader William F. Knowland of California, time 
and again has advocated not a radical change in our 
foreign policy, but a more intensive, aggressive 
application of the one we have been following for 
ten years. Where in the past the conservative wing 
of the Republican party had advocated varying de- 
grees of isolationism, there now is the most forceful 
feeling for a greater, tougher involvement in world 
affairs as they relate to the menace of Communism. 


‘‘Preventative War’’ Out 


This attitude is one of emphasis, not of principle, 
though a markedly sharp emphasis it is. Though 
Senator Knowland and others would certainly agree 
they would not follow a policy of containment under 
any name if they had their way, these men certainly 
would not claim to advocate an actual armed inter- 
vention in behalf of any of the satellite countries by 
the United States. 

Neither would Knowland and others say they 
favored any preventative war, either in China or 
elsewhere. It must be remembered that it was this 
very group that was so critical of President Truman’s 
decision to launch a preventative war of sorts in 
Korea in 1949, particularly the way Congress was 
by-passed in making it. 

The fact that advocates of a tougher, “‘liberation- 
minded” foreign policy have not been able to make a 
dent in the thinking of fellow Republicans who are 
formulating American policy is a fair measure of 
the strength enjoyed by this dissident voice ‘on over- 
seas military affairs. As for the Democrats, there is 
no responsible criticism of any real magnitude being 
aired from any quarter in the party, even though 
Republicans run the State Department. 

Our foreign policy, therefore, is resolved into this 
situation: it is what it is simply because its basic 
elements are considered by an overwhelming major- 
ity of American political opinion to be the best ones 
open to us. In light of this general agreement, the 
framework of this policy is not going to be changed 
in any radical way in the foreseeable future, regard- 
less of which national party occupies the White 
House and the State Department. 

From all this it is obvious that changes can only 
be changes of emphasis, method or degree. In exam- 
ining our foreign policy, then, the realistic question 
must not be, should we do this or that, but rather 
how can we accomplish this or that more effectively, 
more economically or more advantageously from the 
American viewpoint? 
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A foreign policy, of course, is a complexity of 
ideas, stresses and objectives that reaches into every 
phase of the international scene—relative military 
strengths, financial and industrial potentials, geo- 
graphic and political considerations and the impact 
all these things have in different ways on people of 
different social, economic and political backgrounds. 
To evaluate our own policy, it may be convenient first 
to look at it in terms of its effect on the overall world 
power lineup, and to consider its workings within 
the free world community in a later examination. 


Communist Thrust Biunted 


In ten years, the United States has been in and 
out of a war, minor by modern standards perhaps, 
but a war just the same. Prior to American armed 
intervention in Korea, Communism had been at- 
tempting to expand in all directions, using weapons 
of subversion mostly but not shying away from the 
use of force where necessary. 

Since the conclusion of an armistice in Korea in 
1953, the use of force by the Communist world has 
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been greatly curtailed, with the notable exception of 
the war in Indo-China, which had been erupting off 
and on before, during, and after Korea. American 
resistance in Korea, coupled with our own expanding 
military defenses, progress in the collective security 
field and the advent of total-destruction weapons 
have contributed to a recognition among the Com- 
munist bloc that war well may have become an 
obsolete means for gaining any victory in the 
foreign-policy field. 

Whether or not the “spirit of Geneva” reflects any 
basic change in Communist objectives—and there is 
no earthly reason to suppose it does—the relaxation 
of tensions at least indicates a recognition by the 
Soviets that they must try ways other than force to 
obtain those objectives. We probably cannot hope for 
any better indication that the military phase of our 
foreign policy is impressing the Russians. If there 
has been one message we have been able to get 
through to them in ten years, it is the one that we 
are strong enough to stop them by force if they dare 
try to use force against us or our allies. 

The only responsible questions that can be raised 
on this phase of our policy, it would seem, are 
whether we have gone far enough, and whether the 
monumental cost of our military might endangers 
our national solvency and our ability to lead the free 
world’s fight. 

In a country whose citizens are sympathetic to 
enslaved peoples but horrified at the thought of an- 
other global war, to go any further—that is, to “get 
tougher’”—might create an uproar and panic that 
would far exceed the cries now heard in support of 
such a more forceful policy. 

The question of expense, however, is one that can 
and should stand closer and deeper examination than 
it has been given. While it is universally agreed that 
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the defense budget ought not to be pared by one 
cent if national security is to be endangered, there 
would seem to be considerable justification for the 
viewpoint that nuclear weapons may be bringing us 
to a point of military saturation that will allow for 
some real economies 

Sen. Alexander Wiley of Wisconsin, ranking Re- 
publican on the Foreign Relations Committee, made 
this point in a speech at Stephens College in Missouri 
earlier this year: 

“In dealing with nuclear weapons, you very quickly 
reach a point beyond which superiority becomes 
meaningless. If each side has the power to inflict a 
mortal blow upon the other, then it doesn’t matter if 
one side has twice as much as the other. 

“For example: If I am pointing a .38-caliber pistol! 
at you, and you are pointing a B-B gun at me, I have 
a very great superiority. But if we each increase our 
strength, so that I am pointing a .45-caliber pistol 
at you and you are pointing a .38-caliber pistol at 
me, then, although I would still have a superiority 
of sorts, it wouldn’t really do me very much good in 
and of itself.” 

The question of how much should be spent for the 
military establishment always has been a headache 
for Congress. It has been practically traditional that 
career military men have vied intensely against each 
other to get the biggest share of the defense nut for 
their particular branch of service, and the competi- 
tion has spiralled the cost of defense from year to 
year. 

Now, as greater and greater emphasis is being 
placed on air power to the exclusion of the Army 
and to a lesser extent the Navy, the scramble for 
appropriations has become more intense than ever. 
As the defense budget swells, a greater accountability 
by military men to the civilian authority, Congress, 
is both constitutionally proper and economically 
desirable. 


East-West Economic Relations 


As our armed strength has grown and had its 
effect on Soviet policy, the second major phase of 
foreign relations — economics — has been getting 
increasing attention from both sides. In this field 
the efforts of American policy have not been quite 
so apparent in forcing a change of attitude behind 
the Iron Curtain. For that reason, it may be a field 
where considerable adjustments are in order. 

Our chief activities in economics as of now, with 
emphasis on foreign trade and industrial aid, lie in 
our relations with our own Western bloc rather than 
in American-Soviet arrangements, and that larger 
intramural aspect will be discussed at length in the 
second part of this article. But some attention is due 
to overall East-West economic relations, which have 
been stifled by military considerations for the most 
part but have shown signs of activity of late, as a 
by-product of the “spirit of Geneva.” 

Although the conservative Republican elements in 
Congress have had little impact on our military 
posture, they have raised a voice to be reckoned with 
on matters of trade with the Soviet bloc. Again, 
Senator Knowland has put forth the most forceful 
arguments for greater curtailment of trade with any 
Iron Curtain countries. He says: 

“In the economic field, I would recommend that our 
current policy of embargoing trade of strategic goods 
with Communist countries be strengthened and 
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strictly enforced. A corollary of this proposal is to 
secure an agreement from our allies to cooperate 
with us in this endeavor. Economic distresses are 
presently the greatest source of trouble for Commu- 
nist plans and an increasing inability to secure items 
which constitute the sinews of war-making potential 
could have a great effect on the men in the Kremlin.” 

This has been the predominant viewpoint among 
Americans and it presumably will continue to be the 
predominant one in spite of friendly gestures from 
Moscow. In addition to the danger of having trade 
of strategic materials backfire on us in the form of 
military attack, the point that Knowland makes con- 
cerning internal Soviet difficulties and our interest 
in having them continue is a strong one that may run 
counter to the current cooperative atmosphere but 
nevertheless makes hard sense in terms of pure self- 
interest. 

U. S. Policies Force 
Revision in Soviet Tactics 


There is no way of knowing how deeply our re- 
stricted trade with the Communist countries has hurt 
them economically, but it can be assumed by their 
lagging production of consumer goods and the low 
standard of living of their people that it has been a 
thorny problem for them. In addition to denying Red 
countries materials for boosting their war potential, 
our denial of agricultural and industrial products 


inevitably has forced them to deploy some of their 
military energies to basic tasks of staying alive, 
notably agriculture. 

It may not be far-fetched to say that our refusal 
to trade with Communism ultimately had a profound 
effect on the internal upheaval that saw the down- 
grading of Georgi Malenkov and the emergence of 
the Bulganin-Khruschev-Zhukov partnership. The 
apparent failure of Malenkov’s agricultural-emphasis 
program well may have been the determining factor 
in the events leading up to the current friendly sur- 
face atmosphere emanating from the Kremlin. By 
breaking down existing trade barriers, the Soviets 
could get foodstuffs and heavy farm machinery from 
the West — incidentally using the hated American 
capitalism to buoy up their own sagging collectivism 
— and be free to channel their productive efforts 
toward stocking their own arsenal and those of their 
satellites. 

A stiffer trade embargo, then, is one way of bol- 
stering our foreign policy that has a strong voice 
in Washington legislative halls backed up by wide 
popular support. If greater emphasis is to be directed 
to part of American policy, this phase is one that 
not only is in need of strengthening but can be 
strengthened in the practical view. 

Sentiment for tougher trade relations with Russia, 
of course, is by no means overwhelming. From the 
Geneva Conference a (Please turn to page 158) 
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By WARD GATES 


» habit of thinking in terms of the 
“averages” is so strongly ingrained among investors 
who follow the daily course of the market that they 
tend to forget how misleading such a yardstick of 
market trends can be. While the more sensitive 
market “averages” often indicate whether the gen- 
eral pulse of the market is strong or weak, they 
cast little or no light on the movement of stock 
groups and individual stocks. Yet, a clear picture 
of the trend in stock groups and representative 
issues within the groups, give not only a more de- 
tailed but a much more accurate picture of actual 
market conditions. 

As a rule, stocks within a given group tend to 
move more or less in the same general direction 
though they do not necessarily move at one and the 
same time. However, they do tend to move in the 
same direction because practically all companies re- 
presented by the particular group of stocks to which 
they belong are normally affected by the same 
general conditions within the industry. Yet, they 
may not be so affected to the same degree and this 
sometimes leads to diverse movements within the 
group. Thus, while stocks of both strong and weak 
companies within a given group normally move in 
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| 1954 . 1955 
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an upward direction when the general trend of 
stocks is broadly upward, the stronger issues are 
much more likely to move ahead rapidly than the 
weaker ones which may lag for some time, until 
their companies also commence to share substan- 
tially in the general prosperity for the industry. 
Contrariwise, when conditions for an industry turn 
unfavorable, stocks of the more strongly entrenched 
companies are more likely to resist the downward 
pull of prices automatically set in motion than the 
weaker ones which are the first to feel the effects. 
Hence, the composite stock price index for individu- 
al groups may tend to obscure the trend for indi- 
vidual stocks within that group, just as the trend of 
the general averages gives little or no information 
on the movement of the individual groups. 

A study of group action is valuable, particularly 
when it is related to a study of other groups. One 
can tell in this way which groups are moving ahead, 
which are falling behind and which are, more or 
less, standing still. Viewed against the background 
of the general market action, such information can 
be highly suggestive. When it is coupled with accu- 
rate knowledge of the action of individual stocks 
within the groups, a useful picture can be had of 
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the trend of these issues. 

In this study, we have undertaken to trace the 
trend of 40 representative groups of stocks com- 
piled from The Magazine of Wall Street Stock Index 
(appearing regularly in the Business Analyst) dur- 
ing the entire period of the current phase of the 
bull market, or from September, 1953, when it 
started, to the end of September, 1955, when it 
reached its peak. Since then, of course, stocks have 
been, more or less, in a decline after the break of 
September 26, when the news of President Eisen- 
hower’s illness first was reflected in the market. In 
this study, we are concerned mainly with how these 
40 groups acted during the two years of rising 
prices and the following break. 


Technical Action 


Based on this action, we have arrived at certain 
conclusions regarding their relative position at this 
time. This we will attempt to state in the following 
pages. 

For the purposes of this analysis we have assumed 
that the economic trends of these industries will 
not vary greatly from the present in the months 
directly ahead. We are able, therefore, to concen- 
trate on the technical action of the group as throw- 
ing essential light on their immediate prospects. 

In order to give some interesting sidelights on 
the action of the various groups, we have also de- 
scribed the action of a number of important stocks, 
two from each of several groups that are prominent 
in market leadership. 


The most direct method of view- 


market action in the past two years, it may come as 
a surprise to note that two groups that were not 
much in the limelight—amusements and mail order 
—nevertheless scored substantial advances percent- 
agewise. The improvement in earnings for the 
amusement group, which became apparent a year 
ago, was responsible for the vastly improved action 
of the shares. In the mail-order group, the rise of 
Sears, Roebuck and, to a lesser extent, Montgomery 
Ward raised the percentage gain average for the 
group, as a whole. 


Individual Group Action 


It should be noted that in the 11 groups mentioned 
above, gains in market price did not occur at iden- 
tical periods. Thus, aircrafts made their highs long 
before the aluminum group; coppers made a belated 
gain toward the end of the 2-year period market rise, 
on the strength of phenomenally high prices for the 
metal, since then wavering. Airlines made their 
highs a number of months ago and have been, more 
or less, in a downglide ever since, even before the 
market break of September 26. The Steel group 
ploughed ahead, more or less consistently, in 1955, 
after a rather slow start in 1954 but, in response to 
their accumulating earnings, were among the 
strongest groups, up to just before the September 
26 - October 7 decline. 

While from the above it is clear that 11 (eleven) 
groups had very large advances for most of the two- 
year rise, by virtue of that fact alone, they also 
became vulnerable to sudden shock to a much 
greater degree than many of the groups which par- 
ticipated relatively little in the general advance. 

We have had two important market setbacks this 








ing the market action of the 40 





groups under review in this article 
is to relate it to The Magazine of 
Wall Street Common Stock Index 
(appearing regularly in each issue) 
and which we have chosen in pref- 
erence to the Dow averages, because 
it is more representative of the 
market as a whole. The Dow aver- 
ages, as everyone knows, concen- 
trates on the “blue chips.” 

From the low of September, 1953, 
to the high of September, 1955— 


300 Combined* 


the market peak—the 300 Combined Agric. Equip. 
Stocks from which our Index is Aircraft 
computed, showed a gain of 86%. — 
Against this percentage gain, and in pvecsealll 
order of the size of their rise during Suite Garvendios 
the 2-year bull market period, the Autos 
following groups showed the largest sree Mach. 
percentage increase: aluminum Coal Mining 
(356% ) ; aircraft (198% ) ; business Communications... 
machines (171%); paper (168%) ; Construction 
steel (161%) ; copper (151%); tire |] Container 

& rubber (146%); amusements — 
(129%); airlines (122%); con- Dep't. Stores 
struction (119%) and mail order Elec. Equip. 
(116% s Finance 


Food Brands 


From these figures, it can be seen em ar a 


that the 11 groups cited stood out 
among all others with respect to 
market performance. Even for those 
who are more or less familiar with 
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How 40 Groups Acted in Two 
General Market Reactions in 1955 
mm % Loss || tg | % Loss 
| + Sept. 26-Oct. 7|| kee Sept. 26-Oct. 7. | 
. (break on news . (break on news 
(Fulbright f President’ | (Fulbright f President’ 
investigation) ° israt aia | investigation) hey —* 
| illness) | illness) 
| 5.1 7.0 
| 
5.5 10.5 || Gold Mining 6.5 U.N. 
| 6.5 1.8 | Invest. Trusts 6.6 7.0 
8.1 8.9 | Liquor $.3 19.2 
6.5 13.0 Machinery 5.4 9.5 
5.2 6.5 | Mail Order 2.7 4.9 
4.8 5.3 Meat Packing 5.7 72 
4.0 5.8 | Paper 2.9 9.8 
3.5 9.4 Petroleum 4.7 4.8 
5.0 9.2 Pub. Util. 2.8 4.7 
11.0 12.8 Rail Equip. 3.7 7.8 
| 6.6 3.0 Railroads 5.4 8.0 | 
| 5.4 | 10.1 || Soft Drinks 4.7 7.2 
| 4.1 3.9 || Steel & Iron 6.4 11.5 
| 6.2 134 Sugar 2.0 0.8 
U.N. 2.9 | Sulphur 6.6 6.3 
| 4.8 7.8 | TV & Radio 8.1 6.4 
| 6.3 6.9 ! Textiles | 8.2 2.4 
| 4.0 4.8 || Tire | 48 | 97 
| 3.7 | 3.9 || Tobacco ' | 2.1 | 3.6 
4.0 5.4 | Variety Stores | 3.0 6.2 
* The Magazine of Wall Street Common Stock Index. | 
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MARKET ACTION OF 40 GROUPS 
(MWS Index) 
% CHANGE FROM 9/18/1953 TO 9/23/1955 
(Plus Unless Marked Minus (—})) 

300 Combined 86 = Finance 81 

Petroleum 81 
Aluminum 356 ~=RR. Equip. 78 
Aircraft 198 ~—s Textiles 75 
Bus. Machines 171 Auto Accessories 72 
Paper 168 Chemicals 72 
Steel 161 Invest. Trusts 67 
Copper 151 Container 64 
Tire & Rubber 146 ~—s Soft Drinks 55 
Amusements 129 =Meat Packing 54 
Airlines 122 Television & Radie 51 
Construction 119 ~=Food Brands 45 
Mail Order 116 = Autos 44 
Machinery 97 Public Uts. 44 
Coal Mining 93 Liquor 42 
Elec. Equip. 91 Dairy Products 33 
Agric. Equip. 87 Sugar 32 
Communication 83 Food Stores 31 
Sulphur 83 Gold Mining 22 
Railroads 83 Variety Stores 7 
Dept. Stores 82 Tobacco — 3 

Note: Sept. 18, 1953 marked beginning of 2-year market rise; 
Sept. 23, 1955 marked final peak. 




















year; one, following the opening of the Fulbright 
investigation, which resulted in a one-week break 
amounting to 5.1%, as reflected in our 300 Common 
Stock Index; and, two, the important break of Sep- 
tember 26 - October 7, which followed from an- 
nouncement of President Eisenhower’s. sudden and 
serious illness, with its full implications of rising 
political uncertainty. This amounted to close to an 
8% decline. 

In the last break, the only group which showed 
superior resistance to the selling onslaught was the 
aircrafts. But this good action had been well pre- 
pared in advance during the Spring and Summer 
months when they had adjusted themselves to a 
more realistic concept of their actual earnings pros- 
pects than the previous too-glowing estimate, on 
which the major portion of their 1953 - early 1955 
advance had been predicated. The other groups in 
this collection, without exception, suffered substan- 
tial declines though they varied in extent. Thus, 
the aluminum group had the widest break, with a 
decline of 13% from the September peak; copper 
followed with over 12%; steel was close by with 
11% ; and construction and rubber and tire average 
about a 10% decline. Only mail orders and amuse- 
ments of the group of the 11 (eleven) group leaders, 
acted relatively well with a decline of 6.9% and 
7.5% respectively. It is obvious that these two 
groups were less vulnerable to sudden attack than 
the others mentioned. 


A Clue To Future Action 


The information contained in the above is valu- 
able for it indicates the- degree of market vul- 
nerability of important groups under current con- 
ditions. It should be anticipated, therefore, that if 
the market should recover substantially again, the 
market action of these groups would be likely to 
duplicate, at the end of the next important techni- 
cal rally, the relatively same degree of vulnerability 
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they had shown during the recent series of massive 
breaks. Since, in the long run, market performance 
is based on an assessment of realities, it should be 
clear that the market vulnerability of the groups 
mentioned is in direct ratio to the degree to which 
they had previously outrun their fundamentals. 

Whether looked on from the standpoint of earn- 
ings or from the standpoint of yield, this general 
group which contains many of the most prominent 
high flyers of the past two years has for months 
given evidence of being over-priced. We have called 
attention on numerous occasions since May that the 
price-times-earning ratio of many important stocks 
was becoming too high and that the yields were 
correspondingly becoming too low. This was a signal 
that should not have been ignored. 


Groups Even With The Averages 


We have discussed the action of the 11 (eleven) 
groups which made gains very much in excess of 
the 86% recorded by our 300 Common Stock Index. 
Now we can examine the action of 10 individual 
groups which moved percentagewise about even 
with this average. 

Market gains of these groups ranged from 97% 
to 81%. This is represented by the following: ma- 
chinery (97%); coal mining (93%); electrical 
equipment (91%); agricultural equipment (87%) ; 
communication (83%); sulphur (83%); depart- 
ment stores (82%); finance (81%); and petroleum 
(81%). 

It is significant that, unlike the 11 (eleven) groups 
described above, this group of ten contained very 
few individual star market performers. There were 
exceptions, of course, New York Central among the 
rails; Radio Corp. among the communications; 
Caterpillar Tractor among the farm implements; 
and Standard Oil of New Jersey among the petro- 
leum stocks. Nevertheless, investors seeking a 
chance for extra-large profits were more likely to 
find them in the first group of eleven than in this 
particular grouping. 

On the other hand, the 10 groups which averaged 
close to the 86% of the general averages per- 
formed much better in the “Fulbright” and “‘Eisen- 
hower” declines than the 11 groups which had 
scored the largest advances. Thus, they showed less 
susceptibility to sudden shock. 

Of the 10 groups now under discussion, the fol- 
lowing showed a surprising degree of resistance; 
communications, with a decline of only 3% and 
finance, less surprising, with a decline of 4.8%. 
Others which acted reasonably well under the cir- 
cumstances were electrical equipment with a decline 
of 6.9% ; and petroleum, 6.8%. 

The poorest acting of this particular combination 
of individual groups were coal mining, with a de- 
cline of 12.8%, indicating that this group had pre- 
viously recovered too sharply from lows established 
in previous years, as a result of the semi-demoral- 
ized condition then obtaining in the industry. Prob- 
ably, coal stocks, after their recent setbacks are now 
selling on a more realistic basis, in view of actual 
conditions and prospects as can be seen ahead at 
this time. 

Another group which acted poorly was the agri- 
cultural equipments which were forced to seek more 
realistic market levels, more in harmony with the 
relatively unsatisfactory farm situation, with its 
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potential for possibly lower farm equipment sales 
next year, unless real improvement in farm income 
materializes in the reasonably near future. 

Of the 10 groups, the rails, on the whole, did not 
act well and, in fact, had been relatively disappoint- 
ing throughout a good part of 1955. Nevertheless, 
they probably rest on a sounder market foundation, 
as a result of the shakeout, and, in view of their 
strong earnings outlook and higher dividend poten- 
tials, may be said to be one of the lesser exploited 
divisions of the market. 

Aside from the rails, the individual groups be- 
longing to the ten under review that at present seem 
in the most satisfactory position with reference to 
potential resistance to any further general declines 
are: petroleum, department stores and communi- 
cations. 


Groups With Moderate Gains 


We have already discussed the market action of 
two collections of individual groups; (1) 11 sepa- 
rate groups which had the largest percentage ad- 
vances and (2) 10 individual groups which advanced 
about on a par with The Magazine of Wall Street 
Common Stock Index. 

This leaves 19 groups which had from moderate 
to modest advances in the period, including one 
group (tobacco) which wound up at the end of the 
two-year period with a minus sign. 

Of these groups, the following gave a fair per- 
formance, registered in the following figures show- 
ing gains per industry: rail equipment (78%) ; tex- 
tiles (75%); auto accessories (72%); chemicals 


(64%); soft drinks (55%); meat packing (54%); 
TV and radio (51%); food brands (45%); autos 
(44%); public utility (44%); and liquor (42%). 

The remaining six groups turned in a compar- 
atively negative market performance for the two- 
year period. These gains were: dairy products 
(33%); sugar (32%); food stores (31%); gold 
ree) (22%); variety stores (7%); and tobacco 

—3%). 

During the two market breaks, the one occurring 
at the time of the Fulbright investigation in March 
1955 and the other occurring during the first weeks 
of the President’s illness in late September—early 
October — the 19 groups now under consideration 
did not act uniformly. Thus, rail equipments suf- 
fered very little during the “Fulbright” break — 
only 3.7% — but proved more vulnerable during the 
recent break with a decline of 7.8%, thus indicating 
that an increasing susceptibility to market shock 
had been built up in recent months in this group. 
Textiles, on the other hand proved much less vulner- 
able in the September-October break with a decline 
of only 2.4% against a decline of 8.2% in the “Ful- 
bright” break. 

Auto accessories did not do badly in either break 
but showed somewhat more susceptibility to market 
reaction in the latest broad downturn than it did in 
March. In March it declined 4.8% and in Sept-Oct., 
6.3%. 

Chemicals showed much greater susceptibility to 
adverse market conditions in the “Eisenhower” 
break than it did in the “Fulbright”, the declines 
being 9.4% and 5.0 respectively. This is a clear case 








er — 


ww Ww ft 






































(72%); investment trusts (67%); container of anover-boomed group (Please turn to page 158) 
Action of Leading Stocks Compared with Their Groups 
(at different stages of the market 1953-55 ) 
. . Sept. 18 Dec. 31 Mar. 4 Mar. 11 July 22 Aug. 19 Sept. 23 Oct. 7 
(adjusted for stock splits) 1953 1954 1955 1955 1955 1955 1955 1955 
300 ....... 177.2 287.2 306.9 291.2 322.1 313.6 329.8 307.4 
I x osc pncpscvescvavsnhalicsdpnvsvanauaeiiiees 330.3 927.3 1047.8 992.2 899.5 945.8 982.9 964.4 
ESE eee aera a 19% 74 86% 801, 59 62" 64 62 Ye 
North Amer. Av. ..... coeeion 16 51% 58 531 58 65% 661 63% 
Ee ee 1044.3 1159.2 1065.2 1232.2 1117.4 1107.0 1013.0 
Amer. Airlines ....... Lene: a 22, 25% 24s 27 241% 24% 22% 
Eastern Air Lines ...................... r 21% 38%, 47 42%, 55% 501% 52% 47 
FI aaicssccsinnscccnssncssess acess 85.3 197.0 242.3 226.6 325.1 313.2 388.1 340.8 
Alum. Co, of Amer. ...... sae 23 45 55 50% 70 70% 87 75 
Reynolds Metals ....................:es 8%, 24%, 30 28, 44), 42%, 57% 50 
So ee ae eo 39.0 45.7 46.2 44.3 53.0 52.1 55.8 52.6 
Chrysler Pe ag oR AS 6512 71 71 681, 8912 84 991, 941, 
II occ spenoncenssscaceniennonse 55 98 98 93 130 127 144 137 
CONSTRUCTION: .....................0..:..... ~~ 79 109.7 118.5 111.9 122.9 117.4 127.3 115.2 
I NIG I, Tb: IBD vids nnicnnvsccsiseaisenderss 12%, 24 25% 23%, 25 24 24 22%, 
Johns-Manville .......... Ree et ae ee 581 88 89 87 841, 84 87%, 81%, 
Sa ETN ISR See aie ae on SR ne ee 394.9 807.5 823.7 799.4 993.2 952.9 1057.8 960.9 
RI III cs) o5c\as'encpacausbaaipaasocessanensts 50% 88%, 881, 871, 108 104 117% 104 
LS TES 181, 40 38 351 45 42 451% 40 
©) gee SEE IE ere CR RD ee 122.8 226.0 246.3 230.5 282.5 275.7 320.9 287.0 
MIE a III osc sinscesevcsscosstcsnzsvsss 19% 37 37 Vs 341 42 44, 54 46%, 
OE Gee 17 37 40 38, 531% 52 62 56 
|. eee 70.4 145.0 149.4 142.1 156.6 152.3 172.6 156.6 
III NG BUD oaiccisascenescasesensesnsancdennee 31 63 6512 63 651 66%, 77%, 73 
BE III 52). ck cats ckvasiicsnanenepsanshastcbnuns 241%, 44, 43%, 41 47 45 49%, 44%, 
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Be. he three months that ended September 30, 1955, 
marked the highest level of business activity ever 
attained for a comparable quarter as the national 
economy continued to recover from the so-called re- 
cession of 1954, although the pace of recovery 
showed signs of slowing and several soft spots de- 
veloped momentarily, notably home-building. The 
lone barrier to continuance of the boom was hurdled 
at the very start of the period, when the major 
steel and automotive corporations bought labor 
peace, whatever one may think of the price they 
paid. To be sure, there were strikes against com- 
panies that did not immediately fall into line, but 
there were no protracted stoppages of major scope. 
With scant interruption to the wheels of industry, 
this is what happened: 

American industry in August turned out goods 
at 140% of the 1947-1949 average on an unadjusted 
basis (Federal Reserve Board figures). This figure 
topped July by nine points and August of last year 
by 17 points It also exceeded the previous unad- 
justed high of 139%, reached in June of this year. 
Durable goods activity expanded (despite a dip in 
automotive output due to model changeovers) while 
nondurable manufactures and mining remained at 
the high levels of July. Activity in such industries 
as textile, paper, chemical and oil held steady or 
advanced slightly in August. The high level of 
business activity was carried over into September, 
when a new high for the month was established. 
Be it noted, the upsurge was shared in by small, 
medium and large firms. 


Retail Sales Boom 


Despite widespread floods that brought business 
in many regions to a standstill and searing heat 
that intermittently gripped wide areas of the coun- 
try to make this one of the most uncomfortable 
summers on record, consumers bought heavily in 
the July-to-September period. The answer is not 
hard to find, as July employment hit a record 65 
million and the unemployed rolls dipped 200,000 to 
about a million below the level of 1954. A pattern 
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What 3rd Quarter 


Earnings Reveal 


— Looking To 4th Quarter and Early 1956 


PART 1 


By PHILLIP DOBBS 


of wage rises began to emerge and the added money 
in workers’ pockets also helped to boost retail sales 
in July by 8% from the like 1954 month. Auto- 
mobile dealers, a major factor in retail sales, sold 
$3.3 billion of cars, a rise of $600 million from 
July, 1954. The other major segment of retail sales, 
the food group, sold nearly $3.8 billion worth of 
goods in July, $100 million more than in July of 
last year. Most appreciable gains were recorded by 
general merchandise, furniture, and appliance and 
apparel stores. 

There was little change in the situation during 
August. Employment continued to climb, reaching 
65.5 million and setting a new high for the third 
straight month. Home-building rebounded after a 
two-month dip. Work was started on 123,000 new 
housing units in the month, 8,000 above the July 
figure. Privately financed housing starts in August 
were at a yearly rate of 1,304,000 units—8% more 
than were started in 1954 and 30% more than were 
begun in any of the three preceding years. Steel 
production, throughout the summer and in the face 
of declining car output, was at a high level despite 
the “killing heat” and the industry appeared assured 
of full-tilt operations for many months to come. 


Home-Building Slows Down 


The economy boomed even more in September 
despite a fall-off in new contracts for residential 
construction. Marked by a decline of 6% from a 
year earlier, it was the first drop from the year- 
earlier level in nearly two years. Tightened mort- 
gage credit decreed by the Government appeared to 
be having its initial impact. Also tempering the 
boom that carried into September was the sharp 
drop in automotive production arising out of model 
changeovers. The decline from August ranged from 
20% at Ford Motor Co. to 48% at Chrysler Corp. 
At that, the Chrysler outturn ‘of 35,888 units was 
a far cry from the mere 1,978 cars produced in 
September, 1954. And the industry made a major 
contribution to the current boom with soaring sales. 
General Motors, for one, retailed 363,473 new cars 
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in September, an all-time one-month record and 
71.1% more than the 212,418 units sold in the same 
month last year. The high end of the Chrysler line 
also scored sensational gains. This upsurge can’t be 
attributed to any sudden realization on the part of 
motorists that cars were in short supply. Indeed, 
they were on the bargain-counter as the industry 
sought to clear out inventories before introducing 
the new models. 

Employment in September set a new high for 
the month, though it fell below August’s peak, re- 
flecting the return to school of youngsters with 
summer jobs. Unemployment continued its down- 
turn in September, with 88,000 fewer people out 
of work than the 2.2 million idle in August. The 
rush to beat rising prices contributed importantly 
to the hum of business activity during the month, 
notably in appliances and assorted apparel, such 
as footwear. Mail order retailers’ September sales 
showed large increases over a year ago, marked by 
demand for hard and soft goods that could only be 
described as “strong.” Electric power output con- 
tinued to run far above a year ago. 


Earnings Reports Impressive 


A summertime boom, inevitably, must show up 
in third-quarter earnings. Current year-to-year com- 
parisons, with few exceptions, are bound to be im- 
pressive, revealing a broad-based upsurge in the 
economy. While there was a tendency over-all for 


sales and profits to rise, many companies were con- 
fronted with a declining profit margin arising out 
of higher costs of materials and labor. Yet aside 
from certain marginal companies, which are not 
strangers to the red-ink side of the ledger, it was 
difficult to find a company that was not prospering. 
We propose to deal with these earnings reports 
more exhaustively in the second part of this article, 
to be published in the next issue of the Magazine. 
Let us proceed, meanwhile, to examine a handful 
of reports that has trickled in. The table accom- 
panying this article is based on official company 
figures and given on a quarter-by-quarter basis. 


REPUBLIC STEEL CORP., third largest steel 
producer, reported for the three months ended Sep- 
tember 30 sales of $302 million, a rise of 54.3% 
from the corresponding 1954 period. Net amounted 
to $22 million, or $1.43 a share, against $10,302,000, 
or 68 cents a share, while net per dollar of sales 
climbed to 7.3 cents from the 5.3 of the year-ago 
period. Overations in the latest quarter were at the 
rate of 95% of capacity, compared with 61.4% a 
vear earlier. Ingot production rose to 2,384,295 tons 
from 1,544,019 tons in the third quarter last year. 
Shinments of finished steel products increased to 
1,717,548 tons from 1,124,033 tons. As a result of 
the excellent quarter, Republic set a new record for 
a nine-month period (Please turn to page 160) 





























































































































Z Quarterly Comparison of Sales, Profit Margins and Earnings 
3rd Quarter 1955 2nd Quarter 1955 ——— Ist Quarter 1955 4th Quarter 1954 —_— 
Net Net Net Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share = (Millions) Margin Share (Millions) : Margin oa 
Aveo MEQ. oes ssscssneesnsen $69.7 (d)5% (d)$.05 $ 66.4(d) 2%(d)$ 02 $702 8% $06 $1077 5% $06 
TN, icin cccsantiscns 8.6 2.7 .61 7.2 a7 .26 6.9 1.7 .27 8.7 5.1 ; 120 
Beatrice Foods ..................000 82.0 1.6 1.01 76.4 1.4 79 68.5 3.2 1.73 71.7 1.4 7 
Douglas Aircraft .................. 240.3 4.0 2.52 221.0 2.9 1.78 214.8 3.3 1.93 205.6 3.8 2.16 
Dow Chemical ...................... 128.1 9.1 51 134.6 a 47 114.0 9.1 46 114.2 7.0 _ 35 
Eagle-Picher Co. ............ccc0000 27.8 4.4 1.25 29.5 4.6 1.40 26.2 2.7 71 26.1 4.6 1.23 
Ex-Cell-O Corp. ..............cccec 27.9 10.0 1.56 25.9 12.2 1.77 21.3 9.9 1.25 20.4 8.3 1.01 
PP ING, oss. 5 akan ceunsecneniannsons 12.0 4.7 85 12.2 5.4 1.07 W.1 5.4 99 13.3 4.6 1.00 
Generol Tire & Rubber ........ 74.4 3.8 2.03 71.7 2.6 1.25 63.5 3.5 1.62 62.0 2.3 (N.A.) 
Hooker Electrochemical ...... 19.2 10.4 .40 38.9! 10.5! 791 — - - 10.5 10.9 2 
Kaiser Aluminum & Chem..... 77.4 11.5 61 73.8 12.8 42 67.6 10.9 .60 65.2 9.8 52 
PE ING -sespcdpsateaiccesacceass 60.0 43 1.25 54.1 $5 1.43 46.0 4.0 .86 46.2 3.2 61 
M & M Wood Working ........ 9.2 7.0 46 11.4 8.4 .68 11.0 6.7 52 10.5 5.5 41 
RNIN Siicretcandhessasesacicoscandcens 15.6 16.0 1.76 14.1 10.6 1.12 19 8.4 74 12.2 8.7 79 
Mueller Brass ................c:cc000 17.8 4.0 1.30 17.0 3.1 95 14.9 3.5 6 12.3 5.5 1.23 
New York Air Brake ............ 10.8 5.8 .86 9.8 4.1 56 8.8 4.4 54 9.7 3.5 47 
Pittsburgh Steel ................... 44.7 4.8 1.28 47.4 3.5 .96 37.1 2.4 42 32.8 4.1 75 
NN NIRS ssascssecoccosssacsasssnecs 5.1 4.0 46 48 2.7 .30 52. 38 .44 5.8 3.3 43 
Republic Steel ..................... 301.9 7.2 1.43 307.4 7.4 1.50 263.2 69 1.19 217.7 8.1 76 
Shamrock Oil & Gas ............ 11.0 12.9 .63 10.4 15.7 73 9.8 20.6 .90 9.9 19.5 1.28 
(d)—Deficit. (N.A.)—Not available. 16 months. 
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NEED TO REDUCE PRESIDENT’S TOIL 


By “VERITAS” 


LABOR POLICY of the Eisenhower Administration 
has seen some important changes, mostly procedural, 
during the two years that James P. Mitchell has 
been Secretary. He’s credited with creation of a 
relationship between labor and the government that 





WASHINGTON SEES: 


The heart attack that immobilized President 
Eisenhower as Chief Executive of the United States 
might have had the most serious imaginable effect 
upon the Nation, but to-the great credit of men 
in high places the Government is sailing through 
the recuperation period without signs of dangerous 
listing. 


The near-tragedy struck with no real medical 
warning. Naturally, there had been no specula- 
tion on what might happen if the President were 
hospitalized with serious ailment, but forecasts 
had been freely indulged as to what would tran- 
spire if, for any reason, lke might be required 
to step out of the picture. Foreseen was a terrific 
struggle between the man constitutionally next in 
line, Vice President Nixon, and the man who 
actually is next in command in day-to-day opera- 
tions of the Administration, Sherman F. Adams. 


The few days of uncertainty must have been 
a terrific temptation to the fortyish Vice President 
to assert his authority. And his great activity 
during those days must have encroached to some 
degree the White House preserve dominated by 
Adams. But Nixon and Adams, to the credit of 
both, remained out of each other’s way. Now the 
administrative train is back on the track with terri- 
tories clearly assigned by Ike: Nixon, political; 
Adams, administrative. 
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wasn’t in the cards when Ike took office over union 
opposition. Major disputes which ended at the White 
House under FDR and Truman now go to the profes- 
sionally-staffed Federal Mediation Service. And the 
Department of Labor no longer is considered an 
official adjunct of the AFL and the CIO. 


ILLNESS of the President has spotlighted the need 
for a new appraisal of the requirements of the job, 
to eliminate the unnecessary, the frivolous, the po- 
litical back-scratching, much of the social, and a lot 
of the work that could be delegated to others. Ike 
already had taken steps in this direction. Beauty 
Queens and huckster promotions were ruled out 
early; Sherman Adams gave the job of administra- 
tive assistant real meaning; and Richard Nixon has 
taken over the tasks of globe trotting, wreath-laying, 
spade turning, and political leavening. 


BELIEF persists among many highly-placed Republi- 
cans that Chief Justice Earl Warren would make 
himself available for the party’s Presidential nomi- 
nation if the demand seemed to him to be genuine. In 
addition to the obvious attractions to Warren, a 
politician’s politician before he went on the bench, 
the call of national duty could be made to sound 
genuine. But skeptics are asking what might happen 
to north-south border states where segregation, 
under a Warren decision draft, rankles. The GOP 
can win without the South, lose without the border 
states. 


GRADUAL transition from cold war to cool war 
pleases the military and diplomatic experts but they 
aren’t stacking rifles just now. The French attitude 
in UN on the Algeria, and the Arab threat to buy 
arms from the Reds are not consoling. But in the 
overall, improvement has been experienced and Ike 
intends to keep it that way. This accounts for his 
bedside confab with Dulles. 
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Novel suggestion, and not an unpleasant one, 
is that the Administration cannot avoid a balanced 
budget. Booming business conditions and tax yields be- 
yond expectations are the ready answer. This is some- 
thing that has received minor mention in Treasury's 
hopeful outlooks but it is a fact, reflected in Internal 
Revenue Service books, that more persons and corpora- 
tions are paying more taxes than appears on the 
"anticipated" side of the budget. 
































































Government fiscal experts concede it could 
happen, don't appear to think it will. They still de- 
pend on departmental savings to do the major job of 
bringing about balance. It's politically safer that 
way, too; unanticipated costs can explain away failure. 














The more cynical (or realistic, if you wish) 
viewers of federal money matters continue to hold to the 
belief that the budget will be balanced -- on the 
record, only. These are the people who are profoundly concerned about the blueprint 
of fiscal policy, beginning with present tight-rope walking on the national 

debt limit. 














, The United States remains unique among the nations of the world in point 

7 of credit standing. There's effort to keep the debt limit from spilling over to the 
point that might even remotely question that standing. Debt ceiling dates back 

to the days when Congress was worrying over financing World War l. While the 
figure must be arbitrary, it's never criticized as too conservative. Especially 
when columned beside national production figures. 














, Drastic attack method is a legislative proposal (converted to a Constitu- 
tional Amendment) prohibiting Congress from appropriating more money than the 
anticipated revenue for the same year. Weakness of this approach is that it would 
make financing extraordinary defense impossible, prevent head-on meeting with 
emergency conditions. These extraordinary things could not be defined with particu- 
larity, and anything less would render the appropriations ceiling meaningless. 











But the more immediate concern is inclination toward a policy which would 
put the country into a debt obligation that isn't reflected in the ceiling but is 
just_as much a diminution of credit standing. The Administration favors two 
measures in this directions: finance a highway building program, and expansion of 
TVA with revenue bonds. The Government would not guarantee payment of the bonds 
as terms accruee Having given its name and tacit "accommodation indorsement" it 
seems unthinkable that the USA would not insure fulfillment of the contract. 

For all practical purposes, a debt not appearing as a charge against the ceiling, 
would exist. 

















Congress must face up to this issue sometime in the next several months. 
It will be presented squarely when the White House moves again for a national high- 
way bill. The question of financing will dovetail with the one-year extension of 
the debt limit, and the question Congressmen must answer, they will be told, is: 
Shall this Nation have a limited debt, and an unlimited debt? The principle of 
Federally-approved but not guaranteed obligations is not a new one. But it has 
taken on greater significance since the debt ceiling became a year-to-year worry. 
Lurking danger _ is the probable preference of the public for revenue bonds, which 
could have a bad effect on other types of issue. 











Proof that the Administration is truly worried over the farm price situa- 
tion is found in the fact that, the Vice President now holds daily conferences with 
the farm state Congressmen. Mr. Nixon is serving a dual purpose: as the top man 
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in the Administration currently available for such conferences, he's letting the 
farm belt know its problems have first priority; he is the middleman between the 
farm Congressmen and Secretary Benson. Right now it wouldn't be politic to get 
them at literal arm's length! Nixon seems to be doing a good job of oiling the 





troubled waters. 





Meanwhile, Secretary Benson has hit on the head the conservation acre- 
age reserve bill which had generally been thought to be winning Administration 
favor. Benson sent word to the Senate's agriculture committee that he'll oppose the 
measure sponsored by Minnesota's democratic Senator Hubert Humphrey, if it comes on 
for hearing. This forces the Administration strategists (who weren't on the inside 
so far as Benson is concerned) to adopt a new tack. It has angered Humphrey, who 
retorted: "Benson has turned his back on the only practical way suggested for ad- 
justing production without penalizing the farmers by further cuts in farm income." 














Speculation on what _the Administration will come up with now, is in- 
tensified by the Benson pronouncement. Certain it is that there will be shifts. 
The Department of Agriculture is convinced the flexible support program would 
supply the answer if given time to work. That would mean the crop now under culti- 
vation; the present market operated under the system Benson inherited and Congress 
changed. The trend of thinking is_ toward production payments and tighter produc- 
tion controls. Whatever name it adopts, that's still the the Brannan Plan! 














It's been established what the basic interest rates will be to cities and 
public bodies, for the Government's new community facilities loans. Effective will 
be a basic rate of 3 3/4 per cent for loans secured by general obligation bonds, 
and 4 1/4 per cent for loans secured by revenue bonds. Both basic rates apply to 
30-year loans. They will be adjusted for longer, or shorter, amortization periods. 
There's trouble ahead, and echoes of the order will be heard in the chambers of 
Congress: Rep. Albert Rains, Alabama, chairman of the interested House subcommittee 
tabs the rates so stiff as to discourage borrowing. 














The political volcano is likely to erupt at any moment. Party leaders, 
both, sides, are having difficulty containing the urge to take calculated risks, 
all of which have to do with the President's illness, the proprieties of attack 
by the democrats, and shuffling for preferred position by the republicans. The 
democrats are gingerly moving toward a policy they hope the public will accept: 
the Eisenhower Administration is a thing apart from Ike, the personality; that the 
record is fair game and fire needn't be held because the team Captain is ill. 











Republicans almost uniformly believe that Ike is not to be their candidate 
in 1956. But there's always the chance that_he will be. It's remote, but the 
General still is the party's ace. That there is no "crown prince" to step up 
is a party weakness which GOP leaders, themselves, created. Now they are stuck 
with it. The "stop Nixon" drive is gaining momentum, but the Vice President isn't 
fueling the machine by presumptuous seizure of authority. And those who would side- 
track him realize they can defeat their purpose by too critical an attack. 














On the democratic side the titular leadership of the party goes to its 
most recent President, Harry S. Truman. He was regarded an unshakable Stevenson man 
a few_weeks ago; now he seems to_ be unalterably a Harriman partisan. He says he is 
neither and won't be until the convention meets. Until last month, the democrats 
at least thought they knew who they'd be running against. They reasoned that the 
nomination would be a costly bauble with little chance of conversion into the 
Presidency. Activity within the party shows that evaluation changed. But they 
still have to guess who the opponent will be, and that could decide who their 
nominee will be too. 
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: The railroad investor is faced with a puz- 
zling paradox as of the date of this writing. Although 
net income of Class 1 roads for the year 1955 should 
come close to the 1953 post-war high of $902 mil- 
lion, representative railroad common stocks, as 
measured by the Dow-Jones average, have slipped 
back to their lows of last March and are currently 
10% below the highs for the year made in Sep- 
tember. In an attempt to arrive at a suitable ex- 
planation of this paradox, we feel that it would be 
helpful to enumerate the principal favorable and 
unfavorable factors in the railroad picture at the 
present time. On the positive side these are: 


1. A basic improvement in operating efficiency 
over the past two years. To illustrate, although 
gross revenues of Class 1 carriers in the first 
eight months of the year ran nearly $600 million, 
or 8% below comparable 1953 levels, net in- 
come is estimated at $582 million vs. $571 mil- 
lion two years ago. This excellent comparison 
was entirely due to the showing of the Eastern 
and Pocahontas roads, with an estimated net 
income of $224 million as against $202 million 
in the first eight months of 1953. 

2. Growing operating economies from new tech- 
niques in railroading such as “push button” clas- 
sification yards, centralized traffic control, and 
mechanization of accounting and maintenance of 
way work. Although not as spectacular as the 
advent of the diesel, these advances are produc- 
ing annual returns of 10% to 40% on the in- 
vestment. 


OCTOBER 29, 1955 


Important Days 
Ahead 


For Rail 
Stockholders 


By EDWARD S. WILSON 





3. Aggressive moves by the new generation of 
young and vigorous top management to reclaim 
freight and passenger traffic from the trucks, 
inland water-ways, buses and air lines. Signifi- 
cant mileposts are piggyback operations with a 
steady and healthy growth, the attraction of new 
industries to the rails, and the inauguration of 
lightweight passenger train service by several 
of the most important railroads. 

4. A greatly improved working capital position 
over the past year with cash and temporary 
cash investments of $1.84 billion on last July 
31 up $333 million from a year ago and net 
working capital of $1.53 billion (up $163 million 
in the past year) being equal to 3.6 times fixed 
and contingent interest charges of $425 million 
(4.4% of gross revenues) for the twelve months 
ended July 31. As more fully discussed later 
in this article, this improvement should lead to 
a more liberal dividend pay-out than the 44% 
of last year. 

5. The considerably higher income returns and 
lower price x earnings ratios on good grade rail- 
road stocks than on blue chip industrials. For 
instance, ten representative rail equities (Denver 
& Rio Grande, Great Northern, Gulf, Mobile & 
Ohio, Illinois Central, Kansas City Southern, 
Louisville & Nashville, Norfolk & Western, Sea- 
board Air Line, Texas & Pacific and Western 
Pacific) are currently selling on the average at 
7.4 times estimated 1955 earnings to yield 5.8%. 
This reasonable appraisal of earnings and divi- 
dend prospects has led to growing institutional 
interest in the rails with the percentage of these 
equities in the “Favorite Fifty” of the invest- 
ment trusts rising to 8.8% of total market value 
on June 30 from 2.8% on December 31, 1951. 

6. A growing awareness of the railroad problem 
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on the part of federal and state regulatory 
authorities following the publication last April 
of the Cabinet Committee Report on Transporta- 
tion. This changing attitude was pointed up by 
the recent statement of Interstate Commerce 
Commissioner Mitchell that the railroad indus- 
try’s 1954 return of about 3.370 on invested 
capital was “certainly too low.” 

Now what of the unfavorable side of the picture? 


The following are the chief negative factors at the 
present time: 


4. The cyclical pattern of railroad earnings with 
leverage continuing to work on the downside as 
well as on the upside. As recently as 1954 net 
income of Class 1 railroads declined 25% below 
the previous year on a drop of 12% in gross 
revenues. Of the decline of $228 million in net 
income, the Eastern and Pocahontas roads, with 
their heavy dependence upon the steel, coal and 
other heavy industries, accounted for nearly 
half, or $102 million. However, in all fairness it 
should be pointed out that in the previous re- 





















































| 1. A continuing diversion of railroad traffic to com- cession year of 1949, net income fell 34% below 
peting carriers with a consequent erosion of the 1948 on a decline of only 11% in gross revenues. 
rate structure. The railroad’s share of total inter- 5. The poor technical market action of railroad 
city ton- miles dropped from 55.9% in 1951 to stocks as compared with industrial equities thus 
51.7% in 1953. In 1954, railroad freight revenues far in 1955. The Dow-Jones railroad average, 
eal a year-to-year drop of 13% while reve- after surpassing its June high by less than 2 
nues of inter-city motor carriers declined only points in September, has now dropped 10% from 
3%. Meanwhile, the railroads’ percentage of its high and is now only 8% above its 1955 low 
total revenue passenger-miles, excluding com- made last January. The rise from the low to the 
mutation, sagged from 74.4% in 1951 to 60.2% high for the year had been 19%. By contrast, 
in 1954 with the air lines’ ratio rising from the Dow-Jones industrial average is now selling 
25.6% to 39.8% in the same period. This trend 9% below its high for the year, is still 15% 
has continued in the first seven months of 1955 above its low, and advanced 26% from its 1955 
with passenger revenues of Class 1 railroads low to the high. 
showing a year-to-year decline of 4% while 6. A considerable uncertainty about the business 
revenues of 15 principal domestic airlines showed outlook after the turn of the year. The Regional 
an increase of 16% over the first seven months Shippers Advisory Boards are estimating that 
of 1954, fourth quarter carloadings will show a 9.4% 
2. The burden upon earnings of the recent and rise over the previous year with the largest per- 
other impending wage increases. On October 5, centage increases expected to be shown by the 
the railroads granted the Brotherhood of Rail- Great Lakes (increase of 25.4%) and Allegheny 
road Trainmen an increase of 1014c an hour (16.3%) regions. However, the present record 
retroactive to October 1 and a similar increase level of general business activity has received 
was granted the Brotherhood of Locomotive its major support from an unprecedented boom 
Firemen and Enginemen on October 15. How- in the automobile and building industries with 
ever, railroad managements feel that the effec- a consequent boost to the all-important steel in- 
tive cost of these settlements will be closer to dustry. With the stiffening of credit by the 
12c an hour. If, as now seems likely, a similar Federal Reserve Board and the blow to long term 
pattern is followed for the other operating and business confidence from President Eisenhower’s 
non-operating unions, the total cost is estimated sudden and serious illness, it is doubtful whether 
at $250-$300 million as compared with the $875 the automobile and construction industry can 
million net income forecast for 1955. Although reach this year’s peaks in 1956. 
the Interstate Commerce Commission might After weighing the assets of the railroad industry 
grant a freight rate increase theoretically suffi- against its liabilities, what conclusions can be 
cient in amount to offset such wage boosts, its drawn? The first and important conclusion is that 
actual effectiveness would be severely limited by a cautious policy should be maintained towards the 
the continuing pressure on the railroad rate equities of the Eastern railroads. First of all, these 
structure from truck and waterway competition. roads have been the principal beneficiaries of the 
3. The continuing drain on freight operating profits upsurge in the steel, coal and other durable goods 
from the large passenger losses. Although the industries this year and so would be especially 
passenger deficit (on the I.C.C. accounting basis) vulnerable to any material slackening of activity 
was reduced from $705 million in 1953 to $670 in this important segment of the economy in 1956. 
million in 1954, it still amounted to over 43% As shown by the accompanying table, the Eastern 
of freight net operating income of $1.54 billion and Pocahontas roads were in large part responsible 
vs. 839% of $1.81 billion in the previous year. for the excellent showing made by Class 1 railroads 
How Rail Groups Compare 
——ross Revenues (Miltions) —Operating Expenses (Millions)— —st. Net Income (Millions) 
8 Mos., 8 Mos., % 8 Mos., 8 Mos., % 8 Mos., 8 Mos., % 
1955 1954 Change 1955 1954 Change 1955 1954 Change 
Eastern & Pocahontas .......cccsssssesssssssessesssseeesee $2,862 $2,630 48.8% $2,192 $2,164  +1.3% $224 $84 +166.7% 
ESET: Rene SO 924 908 = +-:1.9 675 695 —28 94 69 +362 
ERS eC A ee 2,804 2,658 +5.5 2,104 2,079 +12 264 196 9434.7 
EE AT Se ee $6,590 $6,196 146.4% $4,971 $4,938  +0.7% $582 $349 +66.8% 
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in the first eight months of 1955. Of the year-to-year 
increase in net income of $233 million, the Eastern 
and Pocahontas carriers accounted for $140 million, 
or 60%, and the three largest Eastern trunk lines 
(Baltimore & Ohio, New York Central and Penn- 
sylvania) for $67 million. 


Secondly, the Eastern roads, with their large 
percentage of passenger traffic, including very un- 
profitable commutation business and heavy terminal 
expenses, will be the principal sufferers from the 
present round of wage increases. Many of these 
roads have a wage ratio of over 50% of gross 
revenues vs. an average of 49.1% for Class 1 roads 
in 1954, so that the effect of a 5% pay increase is 
obvious. Impact of present and prospective wage in- 
creases upon individual railroads is indicated below: 


ibove Average 

Virginian — 35.1% 

Kansas City Southern — 39.9°; 
Denver Rio Grande — 41.4% 
Norfolk & Western — 42.7% 
Western Pacific — 43.9% 
Southern Railway — 44.3% 


Below Average 

Chicago & North Western — 59.7% 
Boston & Maine — 59.4% 

Del., Lackawanna & Western — 55.7% 
New York Central - 55.1% 
Northern Pacific — 54.8% 

Reading — 53.9% 


Gulf, Mobile & Ohio — 45.1% Pennsylvania — 53.5% 
Union Pacific — 45.7% Lehigh Valley — 52.9% 
Seaboard Air Line — 45.8% Erie — 52.5% 


Chesapeake & Ohio — 46.4% 
Atch., Topeka & Santa Fe — 46.5% 


St. Louis-San Francisco — 52.3% 
Southern Pacific — 51.6% 


N. Y., Chi., & St. Louis — 46.8% N. Y., New Haven & Hart. — 50.8% 
Chi., Rock Island & Pacific — 47.2% Chi., Milw., St. Paul & Pacific — 50.6% 
Great Northern — 47.9% Atlantic Coast Line — 50.2% 

Illinois Central — 49.4% 


Louisville & Nashville — 49.2% 


It will be noted that the fourteen roads with a 
better-than-average wage ratio include nine southern 
and central western carriers, all three Pocahontas 
roads (Virginian, Norfolk & Western and Chesapeake 
& Ohio), only one Eastern railroad, the New York, 
Chicago & St. Louis, and one north western carrier, 
the Great Northern. However, the Baltimore & 
Ohio with a wage ratio equal to the national average 
(49.1%) made an excellent showing vs. the other 
Eastern trunk lines (Erie, New York Central & 
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Pennsylvania). In the below-average group, we find 
eight Eastern railroads (including the other three 
trunk lines), the other three major north western 
roads (Chicago & North Western, Northern Pacific, 
and Chicago, Milwaukee, St. Paul & Pacific), two 
western carriers, and three southern railroads. 
However, the latter (Atlantic Coast Line, Illinois 
Central and Louisville & Nashville) are only slightly 
above the national average. 

Moreover, the Southern and Western carriers are 
less susceptible to the fluctuations of heavy industry 
with their greater traffic diversification, and the im- 
pact of wage increases bears much more lightly 
upon them due to their generally lower transporta- 
tion and operating ratios. Moreover, the persistent 
population and industrial growth in the South and 
West acts as a stabilizing factor upon earnings in 
periods of generally depressed business activity as 
in 1949 and 1953. It is our own hunch that the rail- 
road stock market may revert to the pattern of 1954 
when equities of the Southern and Western roads 
far outperformed those of the Eastern carriers and 
this market performance was backed up by a far 
superior earnings showing. Using past history for 
the moment as a frame of reference, net income in 
1954 declined only 17% below 1953 levels for the 
Southern and Western roads, but 35% for the 
Eastern and Pocahontas. In addition, as previously 
pointed out, many of the Southern and Western 
carriers are most reasonably priced on the basis 
of earnings and dividends. Five ——, 
issues, Denver & Rio Grande, Great Northern, Gulf, 
Mobile & Ohio, Louisville & Nashville and Seaboard 
Air Line, all yield 6% on dividends which on the 
average are covered twice over by earnings. Even 
such high grade stocks as Atchison, Topeka & Santa 
Fe and Texas & Pacific are giving an income return 
of well over 5%. Three outstanding growth issues, 
Kansas City Southern, Southern Railway and 
Western Pacific, are currently selling at seven times 
or less anticipated 1955 earnings. 





Over the longer term, we are impressed by the 
growth potentialities of the North West and espe- 
cially the Pacific North West. With its growing 
electric power facilities, large scale irrigation proj- 
ects, tremendous deposits of lignite and ample 
supply of native labor, this area appears to be the 

“coming section” of the country. 

Earlier in this article, we mentioned the prob- 
ability that dividend payments will be stepped up 
this year with the material improvement in railroad 
earnings and finances. Already in 1955 the Chicago, 
Rock Island & Pacific, Denver & Rio Grande, Great 
Northern, Illinois Central, New York Central, Penn- 
sylvania, Seaboard Air Line and Southern Rail- 
way have raised their dividend rates. Logical candi- 
dates for year-end extras or higher regular rates 
include Baltimore & Ohio, Central of Georgia, Chesa- 
peake & Ohio, Gulf, Mobile & Ohio, New York Cen- 
tral, New York, Chicago & St. Louis, Norfolk & 
Western, Northern Pacific, Pennsylvania and Vir- 
ginian. In 1956 further increases could come from 
Atchison, Topeka & Santa Fe, Atlantic Coast Line, 
Illinois Central, Kansas City Southern, St. Louis- 
San Francisco, Southern Pacific, Southern Railway, 
Union Pacific and Western Pacific. 

In railroad accounting and analytical circles there 
has been much discussion of the overstatement of 
railroad earnings due to income tax savings arising 
from five-year amortization of defense facilities, 
such as freight cars, passenger cars, diesel locomo- 
tives, classification yards, centralized traffic control, 
etc. Under the regulations of the Interstate Com- 
merce Commission, the railroads are not allowed to 
include these amortization charges in operating ex- 
penses, but can use the tax deductions arising there- 
from in arriving at net income. The importance of 
this tax savings in the railroad earnings picture is 
indicated by the fact that it amounted in 1954 to 
about $150 million, or 22% of net income of $674 
million for all Class 1 railroads. In 1955, the tax 
savings from five-year amortization is forecast at 


approximately $180 million, or 21% of estimated 
net income of $875 million. The authorization of 
five-year amortization charge-offs for new facilities 
was suspended by the Office of Defense Mobilization 
last August, but was reopened earlier this month 
only for freight cars “for which construction is 
authorized on firm orders placed by December 31, 
1955.” This ruling will undoubtedly result in a heavy 
flow of freight car orders between now and the year- 
end, particularly in view of the present high volume 
of traffic. However, 1955 will mark the peak of these 
amortization charge-offs with a moderate drop ex- 
pected in 1956. 

We have listed below the seventeen railroads 
which will gain the most earnings benefits from 
these income tax savings in 1955: 


Estimated Income Tax 


Estimated 1955 Savings % 
1955 Income Tax Total 

Earnings Savings Earnings 

Per Share PerShare Per Shar+ 
Atlantic Coast Line . $ 5.00 $1.85 37.09 
Baltimore & Ohio ............... 8.50 1.90 22.4 
Chesapeake & Oho 6.75 1.45 21.5 
Chicago, Milwaukee, St. Paul & Pacific 5.00 1.80 36.0 
Chicago, Rock Island & Pacific 11.00 3.15 28.6 
Delaware, Lackawanna & Western d 0.75 1.10 — 
Erie . 3.00 1.20 40.0 
Gulf, Mobile & Ohio . 6.00 1.50 25.0 
Lehigh Valley 3.50 1.05 30.0 
Louisville & Nashville 10.00 3.25 32.5 
New York Central 7.50 1.50 20.0 
New York, New Haven & Hartford . 9.00 3.30 36.7 
Pennsylvania 3.25 0.85 26.2 
Reading _....... 5.25 2.25 42.9 
St. Louis-San Francisco 5.25 1.55 29.5 
Seaboard Air Line ................. ‘ 9.00 2.45 27.2 
Western Pacific. ..................0...00+. 9.00 1.80 20.0 


Of course, in any discussion of five- -year amorti- 
zation, serious consideration must be given to the 
fact that the capital expenditures authorized there- 
under may be presumed to yield a substantial annual 
return in future years. In the three years from 1953 
through 1955, Class 1 railroads will spend close to 
$3 billion for additions and betterments to road 
and equipment, or an average of nearly $1 billion 
annually. If we make the conservative assumption 
of a 10% annual return on these outlays, the annua! 
return ‘would be equal to $100 million, or 22% of 
average 1953-1955 net income of $820 million a year. 
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How Rail Earnings Shape Up For 1955 
_- Est. % 
Indicated Increase 
Earnings Per Share 1955 1954-55 
Estimated Dividend Price Range Recent Div. Earnings 
1954* 1955 Rate 1954-55 Price Yield Per Share 
Atchison, Top. & Santa Fe ....... sipiuntebcudaiiae $12.35 $15.00 $ 7.00 151 - 9212 130 5.3% 21.4% 
BRN CORI GID occas scseesccascceansesinesensen 4.75 5.00 2.00 5912- 28% 42 . 4.7 5.2 
Baltimore & Ohio ag — 4.75 8.50 2.00 53%- 1858 45 4.4 78.9 
Chesapeake & Ohio ....................0..- f Pen ane a 5.01 6.75 ia 3.50 5634- 33% 52 ; a — 347 
Chicago, Milw., St. P.& POC occu + +=«-2.03”s—«COs—(ité«i SCH OC“‘«i‘ ]! COC 
Change 8 Mer Wee ONS 1 060UmUlUlClU CO CUULUCUCUU”C 
Chicago, Rock Island & “a wats oo 9.82 41,00 a 500 101%. 62% = _ 60 —_ 23.5 
Dela. Lack. & Western cccccunnnnnun «225 d) 75st Ci‘ sC(ia 
Denver & Rio Grande W. ciccnnce +~=Ss(‘éa A ssiC siti SC (CH 
I eisshetesnesii en rT 150 24% le (TS 68.5 
ee ey ery er 44% 22% 4 62 247 
Gulf, Mobile 8 Ohi0 cence. ~=—S((sé‘éS;«HSSsCit«i OS 185° 
Winois Central voeccccccnwennncmnan 768 825 350 68% 37% 6 58 74 
enone Chhy Souther Sp. nnn 1003 = 1100300 BHT oa | 
Lhigh Valley eecnn vinnie V6 350 120 213 19 63 98.8 
Louisville & Nashville vooccccunnce ~—Sss«BOD—*~*«*iOLOs—(ti«C OC SMC wt 23.6 
an 2 750 2.009 1S 428.1 
eT ee ee ee ee) ee 
900 9-H 45.6 
52 575i SOC IMHCSKSCi 
SReetRN PAID an nninnennenenn un ti(“‘Q OSC SOC StiwHsC(<i‘“C_ RC 
PemneyC AE aennnrnnnner eae ia ry ee en en er) 
I satacih cc cctanticceibiasiicntiananiicsvicanssiasasoicimions 456 5.25 2.00 _ 37%- 264 31 6.4 : 15.1 
St. LovioBem Premcaee ......ccc.ccsccsssssccesesscsess 2.60 5.25 1.75 3478- 22 29 * 60 1019 
I TRE TID caceciccsncccssnicercssosansessveenins 8.51 7 9.00 5.00 8712. 42 a 6.2 — 57° 
BTN TITIES TID acc cccisciccnccncsoseenescnsssonsece 5.38 7.00 3.50 65e- 365% 54 64 30.1 
ID I ais ssikccssccenssessecnsneresnscoeusins 8.96 12.50 4.00 9934- 391% 85 47 39.5 
Re HII ititisctnsicinmcieinicennenteadneectnconsnsaks 14.76 17.60 7.00 178 -105% 155 4.5 15.1 
| 
Virginian Rwy. ............ 3.71 6.00 2.50 48 - 25% 44 5.6 61.7 
Western Pacific 6.13 9.00 3.00 73%- 49%2 59 5.0 46.8 
*—Before capital and sinking funds. 
(d)—Deficit. 
Ce — ———— 
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ou are a rare individual, indeed, if you 
haven’t received at least one letter from a stock 
underwriter, broker or dealer offering shares in a 
uranium mine (almost invariably selling for pennies 
per share). Or maybe it was a telephone call—in 
either event the pitch probably was the same. The 
company had staked out a claim on the Colorado 
Plateau or the Bancroft area of Canada, “uranium 
hot spots.” For a negligible consideration, you could 
acquire an interest in a mine that was getting ready 
to produce uranium—an ore that was destined to 
supplant petroleum, secure the free world against all 
foreign foes and designed to perform, in time, every 
chore that made living a drudgery. 

The clincher, in many instances, was a reminder 
that gold and oil also had humble origins. Whether 
or not you succumbed to that initial assault, the 
bombardment continued with geological studies, 
progress reports, announcements of rich finds on 
nearby land, plans to go into production and assorted 
literature and pleas to buy at once, lest the stock 
soar out of sight by tomorrow. Concentration of 
these sales efforts often was on people who had little 
or no experience with stock purchase. After all, the 
seasoned investor was too sophisticated to fall prey 
to fly-by-night operators and where there was any 
question, he had only to turn to a reputable broker 
or investment counselor. Peddlers of penny uranium 
stocks struck the richest lode through lists of frater- 
nal organizations, humble working folks and other 
groups remote from the investment community. 
Their advertising, publicity and promotion programs 
were keyed to the development of atomic energy, 
which made Page One news day after day. 

It would be a mistake, however, to suppose that 
boiler-room operators, worthless claims and stock 
manipulations are the whole story of the uranium 
boom, or even a major part of it. As the only nuclear 
fuel that will be available in commercial volume for 
years to come, uranium has a substantial future and 
has attracted interest of substantial companies, 
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URANIUM 
BOOM 
OVER 


By GEORGE W. MATHIS 





COLORADO PLATEAU ...A typical miner 
holds a large chunk of high-grade ore, bright 
yellow in color. The ore varies greatly in 
appearance from one deposit to another. 





which have not hesitated to make a sizable invest- 
ment in this controversial ore. Their confidence has 
been bolstered by a guarantee from the Atomic 
Energy Commission, a Federal agency, to mine 
operators covering prices and agreeing to buy the 
ore at least until March 31, 1962. 

Atlas Corp., an investment company which has 
enjoyed marked success over the past quarter cen- 
tury, belongs in this category. With about $15 
million invested in uranium properties in this 
country and Australia, Atlas has become one of the 
leading factors in the mining of that ore. Atlas pre- 
fers to limit itself to proven ventures in uranium 
rather than assume the high risks connected with 
“wildeatting.” Thus, in the summer of 1954 the 
company acquired from Vernon J. Pick the Hidden 
Splendor Mining Co. after studies had been made by 
geologists and engineers brought in by Atlas. At the 
time of purchase less than 300,000 tons of ore had 
been indicated, but that estimate has been more than 
doubled since Atlas took over. Hidden Splendor, on 
the Colorado plateau, turned out 5,000 tons of ore 
monthly this summer amid indications that produc- 
tion would rise substantially before yearend. 


Regular Mining Operation 


If uranium ventures have been disastrous for the 
fly-by-nights, they haven’t accounted for any hand- 
some dividends for stockholders of old-line com- 
panies either. But the substantial companies such as 
Atlas, Anaconda, Vanadium Corp. of America and 
Climax Molybdenum are ploughing millions of dol- 
lars into construction and research around Colorado, 
Utah, Arizona and New Mexico. The weekend pros- 
pector and his Geiger counter have been elbowed 
aside as companies with topnotch management and 
know-how settle down to a regular mining operation. 
With the emphasis on production, there is little place 
for the persevering prospector. The bulk of the 
plateau’s surface deposits already have been snapped 
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up and checking for underground mineral is an ex- 
pensive business. 

The cost of reaching a deposit of uranium ore 
ranges to $30,000. Even then, the deposit may not 
prove sufficiently large or rich enough to make it 
commercially profitable. The A. E. C. long has had 
a standing offer of a $10,000 bonus for the first com- 
pany to deliver 20 tons of raw ore containing 20% 
uranium. No one has claimed it. Hidden Splendor, 
one of the richest deposits, checked .4% uranium. 
Because of the low uranium-to-raw-ore ratio, proc- 
essing mills to extract the element must be built close 
to the mines. With mine output soaring, processors 
find it difficult to keep pace. The A. E. C. is being 
swamped with uranium. 

Although total ouptut is a closely-guarded national 
secret, it is known that production until recently, 
had been doubling each 18 months since 1949. Ore 
now is being taken from nearly 1,200 claims, against 
620 in 1953. Among the mill expansions undertaken 
this year are Anaconda’s quadrupling of original 
capacity at Grants, N. M. Also being enlarged are 
Vanadium’s mills at Durango and Naturita, Colo., 
Climax’s plant at Grand Junction, Colo., the Kerr 
McGee Oil Industries mill at Shiprock, N. M., and 
the A. E. C.-operated mill at Monticello, Utah. 
Heavy outlays for construction and exploration in 
these instances account for the current lack of profit 
in uranium. 


Something New Added 


As if the people who have pioneered in uranium 
discovery have not had enough trouble, a frighten- 
ing element was introduced in August. Word from 
the United Nations Atoms-for-Peace Conference in 
Geneva threw the industry into confusion and prob- 
ably contributed to the latest reaction in uranium 
equities. Much of the news from Switzerland cen- 
tered on harnessing the H-bomb’s fusion power for 
peace and the atomic fuel possibilities of thorium. 
An English scientist asserted: “It is likely that 
thorium will be a more valuable fuel even than 
uranium.” This led to speculation that uranium in 
the future may be used only to start a thorium re- 
action. Fuel for a controlled fusion process would 
probably be lithium or heavy hydrogen or a com- 
bination of the two. 

Work by leading American scientists, however, 
indicates it is much too early to determine which of 
the basic atomic fuels will have the engineering and 
economic characteristics to capture the long-term 
atomic energy market. There are at least 100 dif- 


ferent types of fission reactors that are feasible from 
a scientific standpoint. Most interest now centers in 
two basic types: A slow neutron reactor that would 
start with uranium 235 and convert thorium to 
fissionable uranium 233; and a fast neutron reactor 
that would start with uranium 235 and convert 
uranium 238 to plutonium. Which of these will prove 
better is not yet established. 

An American scientist at the Geneva conference 
noted that the total amount of thorium in the earth’s 
crust appears to be three times the amount of 
uranium, He added, however, there is some informed 
cpinion that workable deposits of thorium may be 
less common than workable deposits of uranium. 
There is even more uncertainty about the status of 
research to achieve a controlled H-bomb reaction, 
though scientists in this country are believed to be 
closer to this goal than the A. E. C. has been willing 
to admit. A member of the agency, nevertheless, did 
say recently that at the moment plans for the devel- 
opment of the civil uses of atomic energy “depend 
primarily upon the availability and the use of 
uranium.” 


Thorium Threat Derided 


At all events, the publicity from Geneva stirred 
the ire of leaders in the uranium mining industry. 
To reassure investors, they asserted that thorium 
offers no short-term threat to uranium. Com- 
mercially available fusion energy was termed “just 
a gleam in the scientist’s eye.” Noting that the 
A. E. C. guarantees the price of uranium to mine 
operators until 1962, Atlas has stated the ore bodies 
it owns or controls can be mined out before the dead- 
line, hence: “We can’t lose. It’s just a question of 
how much profit we will make.” Atlas believes this 
country will require 4 million tons of uranium ore 
a year by 1965. The present rate of mining is far 
below that figure. 

Thorium is not a new metal. Indeed, it was used 
widely early in this century in the manufacture of 
gas lamps. Rich deposits exist in Brazil, India, 
Ceylon, Malaya and Indonesia. Brazil and India, 
however, have embargoed exports of monozite, a 
sand from which comes thorium. As a result, the 
United States gets the bulk of its ore supplies from 
the mines of the Anglo-American Corp. of South 
America. In this country, monozite sand is found in 
Florida, the Carolinas, Idaho and Wyoming. Some 
vein deposits containing thorium have been found in 
Colorado and California. These deposits could as- 
sume great importance (Please turn to page 162) 























Major Companies With a Stake in Uranium } 
1954 1955 
Earnings Dividend Estimated Indicated 

Per Per Earnings Dividend Price Range Recent Div. 

Share Share Per Share Per Share 1954-55 Price Yield 
Anaconda Co. $ 3.07 $ 3.00 $ 7.75 $ 3.00 83 -47 62 4.8% 
Atchison, Top. & St. Fe 12.35! 7.00 15.001 7.00 40 ¥,-341/, 130 5.3 
Atlas Corp. 4.47 1.90 4.40 2.00 48 ¥,-38 3% 40 5.0 
Climax Molybdenum 6.07 3.00 6.75 3.50 80 3,-56 57 6.1 
Homestake Mining Co. .832 2.00 .802 2.00 48 -35% 35 5.7 
New Jersey Zinc 1.58 1.25 2.75 25 48 7/,-38 %/, 38 3.2 
Shattuck Denn .48° 2S 75 .40 13 - 8% 11 3.6 
Union Carbide & Carbon 3.10 2.50 4.75 2.75 116% -80% 98 2.8 
Vanadium Corp. of Amer. 2.50 1.30 3.75 1.65 47 2-36 V4 36 4.5 

1 Before funds. 2 After depletion. 
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Philadelphia Electric 





&d t has been long recognized that the electric 
industry was one of steady growth which based on 
past records, was expected to double its output every 
ten years. It now begins to appear this estimate will 
have to be revised upward with the changing pattern 
in electric loads from a wintertime toward a summer- 
time peak. 

This changing pattern was sharply delineated by 
Philadelphia Electric Company last summer when 
demand for its electric service reached record high 
levels, surpassing use in the winter months for the 
first time in its long history. This increase, while 
reflecting widespread use of air conditioning, ven- 
tilating, and refrigerating equipment in homes, in- 
dustrial plants and commercial establishments during 
the warm weather, also reflects the continued up- 
trend in residential and industrial electric consump- 
tion with the greater use of an increasing number of 
electric appliances and the rise in industrial plant 
output. 

Increased cooling loads are but one element in 
Philadelphia Electric’s growth. More important con- 
tributors have been the steady increase in population 
and the great industrial expansion taking place in the 
company’s territory. This consists of 2,340 square 
miles in southeastern Pennsylvania and northern 
Maryland with a population of approximately 3.5 
million which PECO—short for Philadelphia Electric 
Co.—system supplies with electricity with gas being 


Cromby, the newest electric generating station, near Phoenix- 
ville, Pa., where a turbine generator of 150,000-kilowatt 
capacity was placed in service in 1954. A second unit of 
200,000-kilowatt capacity is scheduled for completion in 1955. 
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A 
Utility 
with 
Dynamic 


Prospects 


By F. A. WILLIAMSON 


furnished to a number of suburban areas and urban 
communities outside of Philadelphia and which are 
experiencing a greater growth than most other areas 
in the nation. During the 10 years from 1940 to 1950 
the population of the suburban area increased from 
869,700 to more than 1.1 million, a gain of 27%, ex- 
ceeding the rate of growth in the same period of 80% 
of the counties in the nation and all but eight of the 
48 states. 


More Residential Electric & Gas Users 


Growth of the suburban population has naturally 
added an increasing number of customers to Peco’s 
lines. Moreover, a majority of the newer homes, 
more fully equipped for electric living, use, on an 
average, a greater amount of electricity, the average 
residential consumption running about 3.408 kilo- 
watt-hours last year, compared with overall company 
average of 2.431 and a national average of 2.528 kilo- 
watt-hours. In this suburban area also many of the 
new houses have been equipped for gas-heat, a de- 
velopment that accounts in part for Peco’s current 
rank among the top 20 independent gas distribution 
companies in the nation. Its gas revenues in 1954 
amounted to $27.9 million, approximately three times 
its 1944 gas revenues of $8.9 million. A factor in this 
increase has been the foresightedness of Peco in se- 
curing an adequate supply of natural gas. With the 
advent of natural gas transportation by pipelines 
from the Southwest, Peco quickly contracted for an 
aggregate of 57 million cubic feet per day from two 
major pipeline companies. This supply of 1000 Btu 
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natural gas, supplementing the various sources of 
manufactured gas, enabled the company to increase 
the heat content of gas supplied consumers from 520 
to 801 Btu, thus increasing the capacity of its gas 
system at minimum cost. 


Industrial Expansion in Delaware Valley 


Although gas revenues last year represented 
14.2% of total revenues compared with 9.1% ten 
years ago, Peco continues to be regarded as essen- 
tially an electric utility with electric operating 
revenues steadily rising with the growth of popula- 
tion and the industrial expansion of the Delaware 
Valley area of which the City of Philadelphia is the 
essential core. This Valley area, often called the 
“Valley of Opportunity” is one of the largest oil re- 
fining centers of the nation. 

At Morrisville, the U. S. Steel Corp., located its 
new fully integrated Fairless Steel Works, and all 
through the Valley area a number of new or ex- 
panded industries which provide great diversification 
of enterprise and stability representing more than 
85% of all industrial classifications. At Levittown, in 
the Morrisville section, there has arisen on recently 
farmed land, a whole new community which upon 
completion will be the tenth largest in Pennsylvania, 
with a population of 60,000, a shopping center and 
other community facilities. In 1954, new business for 
Peco was influenced by the industrial expansion of 
the Valley, customers contracting for additional 
annual use of 625 million kilowatt-hours, four billion 
cubic feet of gas, and 500 million pounds of steam. In 
comparison with electric operating revenues steam 
heating, distributed to customers in central Phila- 
delphia, accounts for a small percentage of sales but, 
nevertheless, contributed $4.1 million to total operat- 
ing revenues in 1954, increasing $302,547 or 7.9% 
over 1953, and by approximately three times steam 
revenues in 1944. 

In keeping with the industrial expansion taking 
place in the Valley, a new vigorous Greater Philadel- 
phia is rising. Located within easy reach of the 
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Comparative Balance Sheet Items 
December 31 
ASSETS 1945 1954 Change 
(ooo omitted) 

Cash & Marketable Securities .... $ 19.708 $ 39.802 +$ 20.094 
Receivables, Net ..............0c00000 7.263 13.787 +- 6.524 
Materials & Supplies .................. 5.382 18.802 + 13.420 
Other Current Assets .................. ao 1.273 + # 1.273 
TOTAL CURRENT ASSETS ............ $ 32.353 $ 73.664 +$ 41.311 
Plant & Equipment ...................... $425.335 $812.697 -+-$387.362 
Investments & Funds, etc. .......... 8.273 4.712 — 3.561 
RP IN oc cacsndsensnsnccsenesoccasases 8.968 3.250 — 5.718 
Saar $474.929 $894.323 -+$419.394 
LIABILITIES 

TOTAL CURRENT LIABILITIES...... $ 27.418 $ 50.002 —$ 22.584 
Other Liabilities ................0..0...... 1.206 1.975 + 769 
Reserve for Depreciation ............ 67.836 160.300 + 92.464 
I I fo cisscsccnasncossntsiiansnts .767 1.396 + 629 
Ree 180.968 321.200 + 140.232 
IIE SII co ceesesccncsecescosssonss 27.954 88.686 -+ 60.732 
ICI, scnsacsacccccommncsciecses 137.816 189.937 + 52.121 
Sebsidiary Stocks. ........c0ccessccsces 12.000 a — 12.000 
Contrib. Aid Construct. .............. 2.602 5.634 + 3.032 
NN kisses ta tices cccaccsscscesnans 16.362 75.193 + 58.831 
TOTAL GiABILITOSS ................2:0.... $474.929 $894.323 +$419.394 
WORKING CAPITAL ..................... $ 4.935 $ 23.662 +$ 18.727 
CURRENT RATIO. .........ccccccccscosseee 1.1 1.4 + 3 

















a 


markets of one-third of the nation, the Philadelphia 
area is served by three trunkline railroads and its 
highway system which has long made fast trucking 
possible, has been improved by addition of the mod- 
ern Pennsylvania and New Jersey Turnpikes, and 
several new bridges and expressways are in planning 
or construction stage. Ranking as the second largest 
port in the U. S., it has excellent facilities for 
handling oil, grain, coal, ores and general cargo. 
These facilities include grain elevators, coal-dumpers 
and ore-unloading machines capable of transferring 
cargo from or to railroad cars at amazing speeds. 
As the second largest port it is also one of the busiest 
with more than 3,000 regularly scheduled sailings a 
year and handling about 12 billion gallons of oil and 
oil products, up to 10 million tons of coal, and over 
4 million tons of iron ore. With continued industrial 
expansion in the Valley the importance of the Phila- 
delphia area as a port appears 
destined to increase. 





Peco’s growth, as it has in the 
past, can be expected to keep pace 
with its electric output being sus- 
tained by the essential nature and 
diversity of industry in its service 
area. In the last five years, its in- 
dexes of both industrial sales and 
electric output have been above the 
U. S. production index, indicating 
that the company’s relative position 
in the national situation has been 
improved by the expansion in the 
Delaware Valley area. With a con- 
tinuation of this trend, the further 
growth of Peco, it is reasonable to 
believe, can be expected to equal 
or exceed the national economic 
growth over the next several years, 
at least. 


$310 ,000, 000 |— 
: $31, 200 ,000 
150,000 - $100 par 
$4.40 Pfd: 274,720 - $100 par 
$4.3 Pfd: 150,000 - $100 par 
$3.80 Pfd: 300,000 - $100 par 
$1 Cv Pfd Common: 
231, 345 - 
12,064,078 - 


- Funded Debt, Parent: 

. & Gas Service- Subsid: 
; : ~ Shs. 

Shs. 
Sts. 
Shs. 
Shs. 


$4.68 Pid: 


no par 
no par 
Dec. 31 


Shs. Common: 
Fiscal Year: 
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Uptrend in Operating Revenues 


1 1 1 
1.74 1.71 | 1.63 1.81 2.31 | 2.03 ‘2.20 
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Within the past 10 years, its 
total operating revenues have just 
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about doubled, increasing from $98.5 million for 1944 
to $196.3 million for the year ended last December 
31. Electric operating revenues, over the decade, in- 
creased from $88.2 million to last year’s $164.3 mil- 
lion with net income keeping pace, increasing from 
$15.8 million in the earlier year, equal to $1.50 a 
common share outstanding at that time, to $30.8 
million, or $2.25 a share on the amount of common 
stock outstanding at the 1954 year-end. New record 
highs are indicated for 1955. This outlook is based 
on first half-year results showing total operating 
revenues of $107.9 million, up by approximately $5.8 
million from the 1954 first half-year, with net income 
expanding to $19.1 million from $18.4 million for the 
like period a year ago. On a per share basis the latter 
figure was equal to $1.50 for the 10,883,628 shares 
then outstanding compared with $1.43 on 12,064,078 
shares outstanding at the end of June, 1955, indicat- 
ing net income for the current year, estimating con- 
servatively, at $2.30 a common share. 

This, however, is no measure of Peco’s earnings 
power. With the end of World War II, the company 
had geared its expansion program to meet the indus- 
trial, commercial, and residential growth taking 
place in its area during the last decade, in order to 
insure adequate and dependable electric, gas, and 
steam service. The money required to finance the 
construction program was supplied partly from 
operations, these sources being retained earnings, 
amounts set aside for depreciation, and other inter- 
nally generated funds. The needed balance was raised 
through the sale of securities, the most recent sale 
of common stock being made in June, 1954, when 
878,878 shares were sold, netting the company 
slightly more than $29.4 million. In April, 1955, Peco 
sold, under competitive bidding $50 million in 
3.125% 1st and Refunding Mortgage Bonds at 
99.53% of principal amount, or a total of $49,765,- 
000, at a net interest cost to the company of 3.15%. 
A substintial portion of funds from the sale of this 
issue, however, went to redeem $30 million principal 
amount of 3.875% bonds. 


$453 Million in New Facilities 


Since 1945 to the end of last year, Peco’s expendi- 
tures for new construction ran to $453 million. Some 
idea of the scope of this program can be had by the 
fact that within the decade the company constructed 


a completely new electric utility equal to the war. 
time Philadelphia Electric Co. which had been de. 
veloped over the previous half century. Building of 
new generating and distributing facilities, to satisfy 
the steadily growing electrical requirements of the 
company’s area, has been pushed to such an extent 
that today Peco can deliver twice as much electricity 
as it could only a decade ago. 

It has been said of Peco that it was spending at the 
rate of $1 million every week in carrying out its ex- 
pansion program. On the basis of 1954 expenditures, 
this is an understatement. In that year alone, total 
capital outlay was in excess of $66.5 million. Of that 
amount, approximately $56.1 million went for electric 
facilities, $7.9 million for gas facilities, about $700,- 
000 for steam facilities, and the balance of $1.9 
million for general facilities used in all operations. 
And the end is not yet. Between this year and 1959, 
an additional $312 million is expected to be spent on 
new facilities, bringing expenditures for postwar 
construction to more than three-quarters of a billion 
dollars. The schedule as laid out for 1955 calls for an 
outlay of approximately $76 million. Included in 
plans for the future is the construction of one of the 
largest and most efficient electric generating units 
ever designed. This unit, scheduled for service in 
1959, will be the first of several at the recently ac- 
quired Eddystone, Pa., site, and will operate at the 
highest pressure and temperature so far used by the 
industry. The new unit while adding more than 10% 
to Peco’s generating capacity, will have fuel require- 
ments of about 8000 Btu per kilowatt-hour produced 
as compared with approximately 13,250 Btu average 
for the industry, and 6% less than in the most effi- 
cient power station now in operation or contemplated. 

Completion of the Eddystone unit will be preceded 
by a new 175,000 kilowatt high efficiency generating 
unit that has been authorized for service in 1958 at 
Schuylkill station in Philadelphia. This is an- 
other significant forward step toward greater effi- 
ciency and lower costs in the production of elec- 
tricity, taking its place in this respect alongside the 
new Cromby generating station which on completion 
of the second unit this year will add 350,000 kilo- 
watts capacity in one of the rapidly growing areas of 
suburban Philadelphia. As the result of the postwar 
construction, Peco is operating a greater proportion 
of modern, more efficient and nearly automatic equip- 
ment, producing electricity (Please turn to page 168) 





















































Long Term Operating and Earnings Record 
Federal Fixed 
Total Depreciation Income Net Charges Net Div. 
Operating and & Other Operating & Other Net Per Per 

Revenues Amount Taxes Revenues Deductions Income Share Share Price Range 

(Millions) High Low 
1955 (12 months ended July 31) $203.3 me $39.1 $7.7 $31.4 $2.26 1$1.80 243-3712 
INMITEE .Sainiasssanschachaosnoveeasabeasssbiabacsicedevest 198.3 20.7 39.0 38.1 7.8 30.9 2.25 1.75 3934-3214 
RUMI Sands cvaxsusanaseusbeeuetshosceinsasaissasvieccivin 187.0 18.7 36.2 36.1 6.8 29.7 2.36 1.55 3278-2812 

BNI cdi asvcndid iiss sananensssieucstacmesandesaeasinees 175.3 17.2 36.4 33.3 6.6 27.3 2.20 1.50 3338-29 
DUE. sitcanavannassacdscotechscnaniucassossaceatoanieis 165.0 16.5 35.0 31.0 6.3 25.4 2.02 1.50 30 -2552 
RN, ccascnteinsctsconscabkoonecabulavecokdndioavacianteus 155.5 15.4 29.6 34.2 6.5 28.5 2.31 1.35 2778-232 
BE eh iksssiaccsnccskannatidenustbachsosductaseapnveds 140.0 14.2 23.0 31.7 9.3 23.1 1.81 1.20 2434-203 
RUMI sv cscieseeuniatsaehaccsbabdesdhcnevaecunsisennins 130.1 12.8 19.5 27.6 8.6 19.5 1.63 1.20 247-204 
MU Fan iisusdstiadcsacsnmytnuingnidsesiieacenbbaaieouse 115.9 11.4 17.3 25.4 6.0 19.8 1.71 1.20 274-2158 
IIE Aisstv ais thas puveneancekonespabashaadcbeshatbabasuens 105.4 9.4 16.4 25.1 5.6 19.7 1.74 1.20 3034-247% 
MII scsi ithciduscsincaseascgrsansicenlbeatiuaitiaeeaen 100.6 8.4 22.6 23.6 6.4 19.3 1.53 1.20 2938-2118 
10 Year Average 1954-1955............ $147.3 $14.4 $27.5 $30.6 $6.9 $24.3 $1.95 $1.36 3934-201 

1 Indicated total 1955 dividend. * To October 7, 1955. 
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. in making up the group to which the 
appellation “laggards”, from the standpoint of price 
movement, has been applied are by no means those 
which are, for one reason or another, sometimes 
referred to as “cats and dogs’. On the contrary, 
many of them bear good, solid names and have paid 
dividends, in some instances, over a long period of 
time. These are issues making up the list of 41 lag- 
gards appearing on the opposite page. It should prove 
of particular interest, especially to investors holding 
any of these stocks inasmuch as it depicts their 
market course in each year from 1952 to 1955 (to 
date) inclusive. 


A Cause for Investor Concern 


It is evident from these price ranges some of the 
issues in the list have been more than “laggards’’. 
Certain stocks with this designation were in an 
almost complete state of lethargy marketwise 
throughout all of the four years. Others, on occasion, 
displayed increased animation, scoring price gains 
within one year or another of from several to as 
much as 10 points or more. These upswings, how- 
ever, almost invariably had a disheartening after- 
math. Price improvement invited selling, including, 
no doubt, short sales, by those less optimistic over 
the immediate outlook of the companies represented 
by these issues. Naturally, failure of issues in this 
group to hold price gains, especially in the favorable 
market climate of recent years, has been a cause of 
concern to those carrying these stocks in their invest- 
ment portfolios. Of even greater concern to those 
with funds frozen in them are the stocks that have 
fallen pricewise from their previous high estates, 
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Chronic 
1952-1955 
Laggards 


Which to hold 
- Where to 
Take Tax Losses 


By J. C. CLIFFORD 


receding from their 1952 highs to where they are 
currently selling at or close to the lowest level in 
the three ensuing years. Such market trends are 
indicative of the fact that these stocks have lost 


favor possibly because of adverse developments 
within the companies or their status has been ma- 
terially affected by economic changes. 

Whatever the reason, the market lethargy of some 
of the stocks in the list and the inability of others to 
maintain some sort of price equilibrium in a gen- 
erally strong stock market, points up the importance 
of continuous analysis and frequent evaluation of 
stocks making up an investment portfolio. If this 
vigilance has not been maintained it is not too late 
to start now. The principal objective, naturally, 
would be to determine which laggard stocks should 
be held and which should be sold. 


Turning a Loss Into a Tax Advantage 


Undoubtedly, selling some laggard stocks at pre- 
vailing prices will entail a loss. By taking such action 
between now and the last business day of the current 
year, the loss can be turned to an advantage by 
offsetting, partially, at least, capital gains during 
the year or, if no such gain was taken, then in effect- 
ing a saving on the tax payable on ordinary income. 
Tax savings in some instances, could be quite sub- 
stantial whether the net capital loss evolves from a 
long- or short-term transaction. Where the net cap- 
ital loss, long- or short-term, is applied against 
ordinary income, up to $1,000 of such loss may be 
deducted from taxable income. In the case of a mar- 
ried couple filing a joint return and whose 1955 
taxable income came to $8,000, the tax saving would 
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be $220. For an individual not filing a joint return 
and having an $8,000 1955 taxable income, the 
saving would be $300. Net capital loss from either 
or both long- and short-term stock transactions, in 
excess of $1,000, can be applied against income in 
each of the five next succeeding years or until ex- 
hausted, as a short-term loss. In applying net capital 
losses to net capital gains, it should be remembered 
that the tax law requires that long-term losses must 
first be applied against long-term gains after which 
the balance of long-term losses can be applied to 
offset short-term gains. 

The few brief references to the Federal income 
tax law set forth herein are merely to give the read- 
er some idea of the advantages in the way of tax 
savings through establishing capital losses. Because 
of the complexity of the law it would be advisable 
for an investor to consult his attorney or other 
qualified tax expert so that he may be reliably and 
accurately guided in the steps to be taken. 

The main objective of this article is to point out 
the tax saving opportunities by establishing capital 
losses rather than continue to hold a security that 
for some reason or other has gone awry as an 
investment medium. The prime consideration, of 
course, is which stocks to continue holding and 
which to sell for tax saving purposes. Some aid in 
determining this is offered by the symbols alongside 
each issue in the accompanying list. It should be 
obvious that those to which the “sell” symbol has 
been appended are regarded as less desirable, from 
the immediate market viewpoint, to retain. How- 
ever, in disposing of certain of these stocks an 
investor need not lose his position, except for a brief 
time, as the law permits repurchase at any time 
after the lapse of 30 days, without impairing the 
privilege of using the capital loss for tax purposes. 
From a perusal of the accompanying tabulation it 
will be noted that certain issues in the list have 
been designated with an “S”. These are stocks that, 
we believe, should be sold for the purpose of estab- 
lishing a tax loss and the proceeds of sale used to 
purchase other stocks that will improve the invest- 
ment position. We have designated other issues with 
“S-1”. These are stocks that also can be sold for tax 
purposes but which, in consideration of their longer- 
term prospects, may be repurchased at the expira- 
tion of the 30-day period. 

Readers contemplating establishing capital losses 
for tax purposes should find the following comments 
on issues selected from this group of value: 





Abbott Laboratories because of its high quality 
and its record as a reliable income producer can be 
held. At current price of 3914, the yield from the 
$1.80 annual dividend is 4.5%. However, for those 
holding this issue bought at or near the top of the 
1952 market or at the highs of the three subsequent 
years might consider selling a part of their holdings 
around today’s price for the purpose of establishing 
long-term capital loss. For those desiring to main- 
tain their position repurchases could be made after 
the lapse of 30 days. There appears to be little to 
warrant the belief that Abbott common stock should 
score any immediate appreciable upturn in market 
value nor does there appear to be any basis for ex- 
pecting the shares to soon recover to anything like 
the 1952 high of 64. Like other drug issues in that 
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year, Abbott was caught up in the somewhat specu. 
lative fever in this group, the stock being bid up 
largely as a result of publicity given to the so-called 
“miracle drugs”, but without much regard to earn. 
ings which for that year amounted to $2.25 a share. 
Since then earnings in each year have held fairly 
steady, being equal to $2.35 a share in 1953 and 
$2.21 in 1954, and indications, based on 1955 first. 
half results, are that for the current year, net earn. 
ings will approximate $2.30 a share. 


Atlantic Refining. Although a colorless performer 
in the market when compared with other issues in 
the oil group in recent years, the stock is worth 
holding for the dependable $2.00 annual dividend 
which at current price provides a yield of 5.5%. As 
in previous years, net income for the first six months 
of 1955, equal to $2.03 a share, was sufficient to 
cover full year’s dividend needs. This year’s first 
half net, however, was down from $2.14 a share 
shown a year ago, the decline reflecting higher gen- 
eral expenses; state restrictions on production mak- 
ing it necessary to purchase additional crude from 
others, and charges for depreciation, depletion, 
amortization and retirements, which were higher 
than for the 1954 first half-year by more than $3.9 
million. Last year, Atlantic Refining sold its Eastern 
Hemisphere marketing subsidiaries for an estimated 
net profit of close to $30 million, it being Atlantic 
Refining’s plans to use the proceeds in developing 
its Western Hemisphere facilities. Expenditures in 
1954 of $68.3 million for new plant and equipment 
was probably duplicated in 1955, with more than 
half of the total going into crude production, in- 
cluding offshore development in the Texas-Louisiana 
sector of the Gulf of Mexico where test drilling has 
met with favorable results. 


Celanese Corp., of America, currently selling 
around 2014 is within about four points of a four 
year low of 16 reached in 1954. In view of this, 
coupled with brighter prospects for improved earn- 
ings, there is no point in long-term holders of the 
stock selling now. For the half-year to last June 30, 
net income for the common stock increased to 83 
cents a share from a deficit of 16 cents a share for 
the like period of 1954. Contributing to the better 
showing has been the improvement in the textile 
industry which, if continued through the balance of 
the year, should be aided, so far as Celanese is con- 
cerned by the sale of its promising new textile fiber 
“Arnel”, introduced to the market early in 1955. 
Another important factor may be its new “Forti- 
san”, a high strength industrial yarn that was sched- 
uled to go into production this month. Although the 
Fortisan process was primarily devised for fine 
yarns, its high strength and dimensional ability 
makes it particularly suitable for heavy power trans- 
mission belts, welding hose, body armor, truck tires 
and many other uses. Celanese, already diversified in 
plastics and chemicals, plans a new chemical plant 
for the production of plasticizers used principally 
in fire-retardant hydraulic fluids for the automotive 
and aircraft industries. 


Merck & Co., currently selling around 20, is yield- 
ing 4.0% on the 80 cent annual dividend. The stock 
is worth retaining for long-term growth. Net earn- 
ings in 1954 equal to $1.09 a share, compared with 
96 cents in the previous year, and the further gain 
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registered in the first six months of this year, net 
for that period amounting to 65 cents a share, up 
from 54 cents a year ago, is indicative of the prog- 
ress made in combating price competition through 
improvements in processes and increased operating 
efficiency. A further improvement is looked for in 
the final half of this year that should pull net earn- 
ings for the full 12 months up to about $1.40 a 
share. While continued gain in earning power may 
be comparatively slow, Merck’s stronger marketing 
organization as a result of the Sharp & Dohme 
acquisition, and continued research leading to the 
introduction of improved and new drugs provides 
a good foundation for sales expansion and greater 
earning power. 


Hazel-Atlas Glass, one of the 41 laggards in the 
accompanying tabulation, is distinguished from the 
majority in the group for the reason that in the 
almost four years from the beginning of 1952, the 
stock has moved within the extremely narrow range 
of six points. More specifically, the stock fluctuated 
between a high of 23 and a low of 17. Currently, 
the issue prevails around 22, within a point of its 
best price in four years. From this market record it 
should be obvious that Hazel-Atlas, compared with 
other glass company issues, has been a market lag- 
gard. A different interpretation of the price move- 
ment since 1952, however, would point up the stock’s 
market stability which undoubtedly has appeal to the 
conservative investor interested in this good grade 
stock for its dependable income, dividends on the 
capital stock having been paid without interruption 
in each of the past 44 years. Hazel-Atlas has no 
funded debt nor preferred stock and is therefore 
able to pay out a substantial proportion of earnings 
to shareowners. 


G. C. Murphy Co., currently selling at 41, within 
two points of its 1952-55 (to date) absolute low, is 
worth retaining in view of the completion in 1954 
of the three-year program of integration of the 
Morris stores, the progress made in modernizing a 
number of older retail units, and the expansion of 


shopping centers. The 1955 earnings outlook is for 
a good improvement over the $3.28 a share for the 
common stock in 1954, down from $3.54 in 1953. 
This 7% decline reflected the general economic level- 
ing and more particularly the lower rate operations 
in the steel industry and related operations during 
a good part of last year. These conditions had a 
direct effect upon the company’s sales inasmuch 
as operations are centered to a large extent in 
eastern industrial sections. Consolidated sales and 
earnings for the six months to last June 30 support 
the improved 1955 outlook. Sales in the first half- 
year of $81.7 million were up by approximately $4.6 
million over a year ago and net for the common stock 
increased from $1.07 to $1.20 a share for a 12% 
gain. July sales showed a gain of 8%, thus main- 
taining the uptrend which should accelerate with 
the opening of new stores and normally greater 
volume of sales in the second half-year. 
Westinghouse Air Brake, currently selling frac- 
tionally above 25, is at its year’s low, and about 
314 points under 2814, the price at which it pre- 
vailed just prior to the general market break touched 
off by news of President Eisenhower’s illness. The 
improved market tone of this issue previous to this 
development reflected the good earnings prospects 
of the company this year, chiefly on increased air 
brake business with the rail equipment makers, a 
higher sales volume for its Union Switch & Signal 
Division, and the longer-range outlook for diversi- 
fied operations outside the rail equipment field. These 
include the manufacture of a wide range of portable 
drilling equipment through the George E. Failing 
Co., Division, and the Le Tourneau-Westinghouse 
Co. Division, makers of earth moving equipment 
which line was rounded out in January of this year 
by the acquisition of J. D. Adams Manufacturing 
Co., a long-established and highly regarded manu- 
facturer of road grading equipment. Supporting this 
outlook are earnings for the first half of this year 
equal to 78 cents a share, indicating full year’s 
earnings close to $2 a share, compared with $1.88 
in 1954 only after a $4.2 million net income tax 
credit. Without this credit 1954 net income would 




































































operations with emphasis placed on locations in have been equal to about 85 cents a share. —END 
41 Laggard Stocks 1952-1955 
Price Range (*) Recent Price Range (*) Recent 
1952 1953 1954 1955 Price 1952 1953 1954 1955 Price 
PB, occisessisssesess H 64-41 47-39 49-40 48-39 39 Homestake Min. .......... $1 39-33 41-32 52-33 48-35 35 
Admiral Corp. ............ S$ 32-24 23-18 29-18 30-21 21 Int. Min. & Chem. ...... H 41-31 39-27 42-28 41-30 30 
Amer. News ................ S$ 36-31 37-20 27-15 38-26 28 Island Creek ................ H 39-26 30-15 23-14 29-20 25 
Anderson, Clayton ...... H 53-40 45-32 45-33 44-34 34 Kresge (S. S$.) .... S$ 39-24 37-31 34-26 32-28 29 
Armour & Co. .............. H 12-8 12-8 14 -8 16-13 14 Lerner Stores ................ S$ 25-21 22-16 20-16 23-19 20 
Atlantic Refin. .............. H 36-31 33-25 39-27 40-34 35 totter @. ............... H 25-20 30-23 26-21 25-21 21 
Beech-Nut Pack, .......... H 31-25 30-27 35-28 34-27 27 McCrory St. . ie $ 17-14 15-11 15-12 16-14 15 
SE eaneren H 29-25 27-22 32-24 35-30 32 Melellan St. ................ S$ 26-23 26-18 25-18 29-21 23 
Cass 3. ©) Ca. ............ S$ 30-22 25-14 19-13 19-14 14 Merck & Co. ......0........ H 35-22 25-17 23-17 30-20 20 
Celanese Corp. ............ H 51-33 38-18 26-16 26-20 20 Mohawk Carpet .......... $ 31-24 32-22 26-19 32-23 28 
Ree $1 18-13 14-10 21-11 22-15 19 Murphy (G. C.) ............ H 57-49 50-43 47-39 47-40 41 
Collins & Aikman ...... S$ 22-17 24-13 20-12 21-17 18 Nat'l Distill. ......... . H 34-19 23-16 24-16 23-19 19 
Com'! Solvents ............ H 35-17 22-16 22-15 26-19 20 eee $1 36-26 36-26 39-28 43-31 30 
Congol.-Nairn .............. $1 25-21 24-20 23-17 25-21 21 Reed Roller Bit ............ $1 22-18 22-16 22-16 27-19 21 
IE. Sesnscssnvcocvannose $1 32-24 33-22 29-23 31-21 20 Richfield Oil ................ H 74-53 65-43 77-48 79-64 69 
Endicott Johnson ........ H 30-26 29-25 29-26 34-28 32 Schenley Ind. .............. $1 33-23 28-20 22-17 27-21 21 
ee H 41-36 40-29 33-28 34-30 31 Stevens (J. P.) .............. H 44-32 36-25 30-22 29-24 25 
Hazel-Atlas Gl. .......... H 23-19 21-17 23-18 24-21 22 PN IY cncisscnsesnnsens H 64-53 58-44 57-45 60-51 52 
Hershey Choe. .............. H 42-37 44-37 50-38 48-40 44 Victor Chem. Works ... H 32-24 29-24 36-26 37-31 30 
Heyden Chem. ............ S 24-14 18-12 18-14 20-15 17 Westinghouse Airbrake H 27-24 29-22 27-22 32-25 25 
Holland Furnace ....... S 22-19 22-10 18-10 16-13 13 
* High and low prices with fractions excluded. H—Hold. S—Sell. $1—Sell, repurchasing at end of 30-day period. 
So — ene STS Se ES — SO ee A A, —_—= oe 
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WHAT YOU SHOULD KNOW 
ABOUT HIGHWAY BONDS 


By JOHN D. 


Ss 1940, when the Pennsylvania Turnpike 
was opened as a toll highway, the pay-as-you-ride 
system of constructing superhighways has cap- 
tured the imagination of state officials who must 
cope with the ever-increasing volume of vehicular 
traffic that has plagued each of the 48. Progress of 
the toll-road system was slowed by the war years 
and as recently as 1950 there were but 400 miles of 
such highways in operation. This rose to 747 miles 
by April, 1954, then jumped to 1,464 miles by early 
1955. Mileage under construction rose to 1,394 on 
March 1, 1955, from 1,225 just 11 months earlier. 
Toll-road mileage authorized, but not under con- 
struction, increased from 2,890 to 3,272 in the same 
period and roads proposed from 593 miles to 2,644. 

This would appear to be just a beginning, for our 
highways are overcrowded and unsafe. The nation 
now is paying the price for decades of underbuild- 
ing in the face of a tremendous rise in highway 
traffic. Since we face, at a conservative estimate, a 
50% increase in traffic over the next decade, the 
state of American highways will become radically 
worse unless something is soon done. Washington 
has kicked around (the phrase is apt) plans for a 
10-year highway program that would involve ex- 
penditures upwards of $100 billion. There have been 
numerous versions of the kind of highway program 
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needed, but definitive action has not been forth- 
coming. 

Meanwhile, the states have been going forward 
on their own, unable to wait for a comprehensive 
Federal program. Toll highways have been authoriz- 
ed in a score of states. An even better idea of the 
spread of the toll-highway system may be obtained 
from the completion this fall of the 241-mile Ohio 
Turnpike, a vital link in a chain that will enable 
motorists to go from New York to Chicago without 
pausing for a traffic light. All they will have to do is 
pay the tolls. The Chicago-New York expressway 
should be a reality by late 1956, when the Jersey 
and Pennsylvania pikes are linked eA and the In- 
diana section hooked into the network. 


Financed By Bonds 


Construction of toll highways is financed through 
sales of bonds, holders of which are vitally interested 
in securing the interest on these indentures and 
payment eventually of principal. The Pennsylvania 
Turnpike Act, passed in 1937 and authorizing issu- 
ance of turnpike revenue bonds of the Common- 
wealth, marked the beginning of turnpike financing 
as it is known today. There and in most other states 
a new agency has been created, but in a few states 
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the established state highway commission has been 
made the agency. In some states the agency is 
authorized by the enabling act to issue revenue 
bonds in the name of the state, as in Pennsylvania 
and followed by West Virginia, Maryland, Ohio and 
Kentucky. In other states the agency is authorized 
to issue revenue bonds in its own name, as in the 
act creating the Maine Turnpike Authority. 

Such legislation invariably requires the state 
authority designated to fix and charge tolls sufficient, 
with other revenues (restaurant and gasoline-sta- 
tion concessions) , to pay the cost of maintaining, re- 
pairing and operating the turnpike and to pay prin- 
cipal and interest to bondholders, along with crea- 
tion of reserves for such purposes. In this connec- 
tion, recent flood damage in the Northeast sector of 
the country was covered by a combination of in- 
surance (generally, not extensive) and reserve main- 
tenance funds. In the 15 years of the existence of 
toll highways there have been no major damages 
to these roads, nor have insurance companies bid for 
major coverage. 

In the interest of the bondholders, the states must 
pledge revenue to the payment of the bonds. In most 
states the net revenues of the turnpike are pledged. 
Authorities on the subject of highway financing 
often have argued that gasoline taxes collected on 
a toll highway should be turned into the fund, unless 
prohibited by the state constitution, as in the case 
of Maine. In some instances, bonds are guaranteed 
by the state. 


All Roads Lead to New York 


The one superhighway that so far is out of step 
in the parade of traffic-booming toll roads is the 
West Virginia Turnpike. It was completed in No- 
vember, 1954 at a total cost of $133 million. Much 
of the original 88-mile section is only two-lane, al- 
though allowance was made in construction for pav- 
ing two additional lanes. Plans are being considered 
for extensions of this road, northward to connect 
with the pikes in Pennsylvania and Ohio and south- 
ward to link up with proposed turnpikes in western 
Virginia and North Carolina. When finished, this 
route is expected to be an important link between 
the Great Lakes area and the increasingly indus- 
trialized Southeast. 


The Road to Nowhere 


But that is all in the future and, meanwhile, the 
West Virginia Turnpike has come to be known in 
the investment community as “the road to nowhere.” 
The bonds are available at little better than 69 cents 
on the dollar. 

Construction engineers performed skillful sur- 
gery on the mountains of that state to streamline the 
highway, which extends from near the North Caro- 
lina line to Charleston. A scenic wonder, it was 
fashioned primarily for commercial vehicles rather 
than sightseers. Unfortunately, trucks have not been 
using it the way traffic engineers had estimated. For 
the first seven months of 1955, revenues totaled 
$1,520,000. Advance estimates of engineers for the 
first full year of operation ran $5.5 million. With 
only five months to go, it is hardly likely that earn- 





























sical - ica ings can (Please turn to page 164) 
n heavily traveled routes, it has been 
demonstrated, toll roads can be built as Toll-Highway Bond 
self-liquidating projects. The New Jersey anpny Sones 
Turnpike is an outstanding example of Selling to Amt. of Issue 
the feasibility of private financing of Road Yield (in millions) COMMENTS 
nae ec fg ~~. = Phe West New York State Thruway.... 2.5% $ 50 Guaranteed by state, which 
cars poun or New Yor rom e es also has issued revenue bonds. 
and South use this highway which, in the New Jersey Turnpike.......... 3 34 =A construction - improvement 
space of a few years, has made every en- ince tk 2 eink sine 
gineering traffic estimate look foolish. of toll roads. 
The linkup with Pennsylvania and the 
: ; West Virginia Turnpike........ 5.6-6 133 oR h il 
New York State Thruway should give est Virginia Turnpike 3 oe ave fai ied to come 

aa p to expectations. Interest 
additional spurts to the already heavy has been capitalized into next 
traffic on the Jersey Turnpike. It is the year and is being paid. 
~“— po canes neg ngs Massachusetts Turnpike .... 3 239 ~=Issued to yield 3.3%, bonds 

are selling at premium. 
of another Jersey toll road, the Garden ; 
Florida State Turnpike........ 3.5 74 Brought out to yield 3.25%, 


State Parkway. Opened for its full length 
this spring, it marked up in July a 70% 
increase in revenues over June. Some of 
this revenue, of course, was at the ex- 
pense of the turnpike. In any event, the 
Jersey pike, for the first time in its 
history, failed in July to chalk up a 
monthly revenue total higher than the 
preceding month. July revenues totaled 
$2,187,000, against $2,252,000 for July, 
1954. The record for the Jersey Turn- 
pike’s first six months of 1955, however, 
bears out the pattern of progress char- 
acteristic of the facility since it was 
opened. The income for the first half 
totaled $11,069,000, a 6% rise from the 
same 1954 period. This record explains 
why Jersey Turnpike bonds sell at a 





Massachusetts Turnpike 
New York State Thruway .............0000 50** 
Oklahoma Turnpike ...............ccccccccceeeeees 


Size of Issue 
Toll Road (in millions) Offered to Yield Due 
Dallas-Houston Turnpike ....................00++ $130* _ - 
Florida State Turnpike ..................:000000002 74 3.25% 1995 
RONEN TOIT caccscssscceccéssieasevessceicoss 280 3.50 1994 
Leiba eleielacaiimeashtias 239 3.30 1994 
2.35 - 2.60 1985 


* A renewed effort to sell these bonds now is being made. 

** The Thruway has been offering bond issues since May, 1953. Including this issue 
(state-guaranteed), it has outstanding $300 million of state-guaranteed bonds, $350 
million of revenue bonds and $50 million in notes. 

*** State has a commitment from syndicate that will underwrite issue in 1956, first 
part of a program that is expected to entail more than $200 million of financing. 


bonds are selling at a dis- 
count. Construction cost below 
estimates. 


Major Turnpike Projects 
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Enough? 

In the stock market the psycho- 
logical shock of surprising bad 
news, excluding something like 
the start of a war, generally wears 
off within a few weeks. At lowest 
closing level up to this writing, the 
Dow Industrial average fell a bit 
over 10% in about two and a half 
weeks after word of the Presi- 
dent’s heart ailment. That might 
be enough for a while, although 
a total fall of roughly 15%, which 
is possible, to the 420-415 area 
would provide a more solid base. 
For reference, the drop following 
Truman’s surprising 1948 elec- 
tion was about 10% in four weeks. 
(The rest of that downtrend to 
mid-1949 was a_ non-political 
minor bear market geared to busi- 
ness and profit recession which 
we do not have in sight now). 
The construction of the Dow 
average multiplies actual average 
point movement of the 30 stocks 
more than five fold, whereas the 
individual investor, of course, 
figures actual points change in 
prices of stocks he holds. In these 
practical terms, the September 
bull-market high for the 30 Dow 
stocks was roughly 90, the re- 
cent lowest close was around 80, 
and the possible 420-415 level, 
given further fall, would be 
roughly 75. 

Stampede 

To a considerable extent, in- 
vestment reason and analysis “go 
out the window” in a market 
stampede. In a strongly rising 
market a man with, say, a 30- 
point profit in a given stock, es- 
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pecially if it is of better than 
average grade, is reluctant to sell 
because of the capital gains tax, 
and because he hopes for still 
more profit, with the latter gener- 
ally the most decisive influence. 
In a falling market, he sees his 
profit quickly cut to 15 points, 
and he is scared that the rest of 
it may evaporate. So, despite the 
capital gains tax—which should 
never be a dominating considera- 
tion anyway—he sells to clinch 
some profit. Many others do like- 
wise. A market stampede follows 
no rule of reason in start or end. 
There are tentative indications 
that this market is now past the 
stampede phase, even though the 
test is not yet by any means con- 
clusive. 


Selectivity 

If this is correct, fewer people 
will now be inclined to sell stocks, 
excepting issues with inferior 
prospects, on rallies; and more 
will be inclined to buy desirable 


Hom¢ 


not likely to be restored within 
the presently foreseeable future. 
The tendency probably will be for 
buyers to trade up, setting more 
exacting standards in valuation 
of individual issues. In general, 
we expect better support for in- 
vestment-grade stocks, especially 
where price-earnings ratios and 
yields are “reasonable”, than for 
speculative issues, regardless of 
yields or price-earnings ratios of 
the latter. 


Stocks 

The few stocks recently at- 
taining new highs for 1955 or 
longer are mostly inactive, little 
known, off-beat such as General 
Cigar, Sieberling Rubber, Ritter, 
Textron and White Dental. Ex- 
ceptionally soft stocks have been, 
of course, far more numerous. 
Among better-known names, a 
partial list includes Amerada Pe- 
troleum, Abbott Laboratories, 
Armstrong Cork, Beech Nut, Ben- 
dix Aviation, Carrier, Celanese, 





























issues on dips. But the previous Clevite, Corn Products, Colum- 
mood of “aggressive optimism” is bia Broadcasting, Dixie Cup, 
Zz INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1955 1954 
I cae Sac ell ear ceaiis 16 weeks Oct. 2 $2.07 $1.37 
I loa seis hcs ates nici ca hal chciaaesumncabscanen Quar. Sept. 30 1.37 77 
MRmpnetee PRCNCOS COURS. ..o.ccscccsecscsecccescssasoccecsosess 39 weeks July 30 54 25 
MN IRs iceai dcccnsacsntaesonneesssoasiineseinesinetes Quar. Sept. 30 2.74 2.58 
Addressograph-Multigraph ................:ccccesseeeeee Year July 31 7.86 5.75 
INR III SII, NES ac nccesnancascsssassasiscncensnessonhas 8 mos. Aug. 31 3.70 3.14 
PUPOMNGIND TRO GOs acess scncsscisconsvesesscescenarnces Year July 31 2.59 1.99 
oS ntsesls aclacuciuacsda ceaanataiooo Quar. Aug. 27 48 37 
IN Ie WO Fe FN ein cdccibasncecicccscassvdescccaccdccsasas 6 mos. June 30 2.14 1.66 
Potomac Electric Power ...........c..cccscssssesceseseeee 12 mos. Aug. 31 1.22 1.10 
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Homestake, International Harves- 
ter, Johns-Manville, Minneapolis- 
Honeywell, National Biscuit, Na- 
tional Cash Register, National 
Distillers, Pure Oil, Schenley, 
Skelly Oil, Sutherland Paper, 
Thompson Products, Vanadium, 
Westinghouse Electric, Wheeling 
Steel and Worthington. 
Westinghouse 

In this year of booming busi- 
ness, earnings of Westinghouse 
Electric probably will be 20% or 
so under 1954’s $5.06 a share. 
One reason is the usual lag of 
shipments of heavy equipment 
behind orders, which have been 
rising this year, whereas they 
were down in 1954. Another is 
the effects of price cutting on 
heavy electrical equipment. Yet 
the fact remains that, in the 
same general field, General Elec- 
tric figures to earn at least mod- 
erately more this year, perhaps 
5% to 10% more, than last year’s 
$2.30 a share. 

Air Lines 

Following a large prior rise, 
air transport stocks shifted from 
a bull trend to a suspiciously pro- 
nounced downward trend some 
time before the recent general 
“bust” in the market. There are 
two reasons: (1) Earnings will 
be hampered by increasingly com- 
petitive cut-rate air-coach busi- 
ness. (2) The specter of transi- 
tion to turboprop and _ jet 
transports, involving huge capital 
outlays, has additionally cast a 
chill on the market for these 
stocks. Pan American recently 
made first-page news by an- 
nouncement that it had ordered 
45 jets, to cost a total of $269 
million, with deliveries to start 
in late 1958 and 1959; and East- 
ern Air Lines made news a bit 
earlier with announced commit- 
ment to spend $100 million for 
turboprop planes and $125 mil- 
lion for jets. With orders already 
placed for conventional plans, 
this would mean a total outlay of 











some $350 million for Eastern. 
This is not good news for stock- 
holders, as we see it. It points to 
huge and rising depreciation 
charges ahead and to continuing 
low dividends because of capital 
needs. The long-range history of 
passenger transport of any form 
has been mostly uninspiring, in- 
volving putting capital in, but 
eventually getting a low return, or 
no return, on it. The railroads 
carry passengers at an over-all 
loss. The U.S. steamships operate 
on subsidies. Greyhound, the big- 
gest bus operator, had its best 
year back in 1946 with profit of 
$2.11 a share on a consolidated 
basis, on revenue of $174 million. 
With 30% more revenue in 1954, 
it netted only $1.35 a share. Air 
lines have had honeymoon periods 
of good earnings, with this year 
included. But it is problematical 
how their long-pull experience 
will compare with that of older 
forms of passenger haulage, 
when and if plane designs and 
needed capital investment stabi- 
lize. The stocks are speculative, 
and currently shape up as better 
sales than buys. 
Income Stocks 

Market decline has raised aver- 
age yield on representative in- 
dustrials stocks (the general type 
used in the Dow average and sim- 
ilar indexes) to around 3.9% 
from roughly 3.5% at the Sep- 
tember market high; and that of 
electric utilities to around 4.7% 
from a recent low of about 4.4%. 
Present yields are still very far 
from generous, when compared 
with those available during nearly 
all of the period 1949-1953. But 
more good-grade income stocks 
than in some time are currently 
available at secure yield around 
5% or more. Some examples, suit- 
able for conservative investment, 
are American Telephone, Ameri- 
can Snuff, American Tobacco, 
Beneficial Finance, International 
Shoe, Kresge, National Biscuit, 











Smith-Douglass Co. ....... 


Continental Motors 


Bangor & Aroostook R. R. .. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1954 
Year July 31 $2.12 $2.51 
9 mos. July 31 54 89 
Quar. Aug. 31 32 56 
6 mos. June 30 96 99 
6 mos. July 31 3.45 4.39 
9 mos. Aug. 31 3.25 2.39 
Year July 31 1.01 1.04 
12 mos. June 30 1.94 2.40 
8 mos. Aug. 31 4.21 4.44 


6 mos. June 30 -18 26 
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Pacific Lighting, Reynolds Tobac- 
co, Southern Natural Gas, Stand- 
ard Brands, Union Tank Car, 
United Shoe Machinery and Wool- 
worth. 


Automobiles 

The hopeful consensus at De- 
troit is that output and sales of 
1956 cars should about equal, or 
slightly exceed, this year’s. Yet 
most divisional heads are pre- 
dicting 10% or 20% gains, or 
what have you, for their particu- 
lar makes. Obviously, this does 
not add up, and somebody is go- 
ing to be disappointed. Since the 
stimulus of important design 
changes is generally absent, we 
find it hard to imagine that vol- 
ume will better this year’s, and 
would not be surprised if it proves 
to be somewhat less. We would 
hold the stock of General Motors 
on a long-pull basis, but defer 
new buying. Chrysler is harder to 
figure, It is not high on likely 
1955 earnings around $12 a share, 
against 1954’s depressed $2.13. 
But it is high on the present $3 
dividend. As recently as 1950, 
earnings were $14.69 a share, 
dividends $9.75, with the stock 
reaching a high of 841. It has fal- 
len less than the industrial list re- 
cently, receding from high of 
99%, to 915% currently. Some 
good news is expected early in 
November—a moderate dividend 
boost or a year-end extra of may- 
be $1.50 or $2, and possibly a 
stock split or large stock dividend. 


Growth Utilities 

We emphasize again that at 
present levels selected electric 
utility stocks are relatively at- 
tractive on the basis of limited 
risk and promise of gradual, but 
substantial, longer-range appre- 
ciation. Potentials for gain are 
best in issues subject to above- 
average growth of earnings and 
dividends. Examples include 
American Gas & Electric, Ari- 
zona Public Service, Florida Pow- 
er, Central & South West, Cali- 
fornia Electric Power, Gulf States 
Utilities and Texas Utilities. 


Marked Down 

Some good growth stocks are 
now available at substantially 
marked-down prices; and _ pur- 
chases made here, or on moderate 
further concession, should work 
out well on a longer-range basis. 
The examples include duPont. 
Eastman Kodak, National Lead, 
Johnson & Johnson, and Pitts- 
burgh Plate Glass. 













The Business Analyst 


By E. K. A. 


Whatever the psychological reaction to the President's 
illness may be—and it has already been substantial in the 
stock market—its effect on business has been negligible to 
date. Corporate leaders have given no sign to date that the 
altered political pattern has changed their plans to expand. 
Their optimism may be 
traced to the fact that the 
outlook for business, over 
the short term at least, is 
good. Since the so-called re- 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


MW. S. INDEX 
— cession of 1954, the econ- 
200 4 omy has made a most im- 


pressive recovery. Gross na- 
4 tional product, which is the 
sum total of the country’s 


20 ~ . 
output of goods and services, 
7 increased from a seasonally 
220 adjusted annual rate of 
$359 billion in the third 
two quarter of 1954 to $385 bil- 
ato — lion in the second quarter 


of this year and probably 
rose another few billion dur- 
ing the third quarter of 1955. 
With the notable exception 
of agriculture, the economy’s 
year-long expansion ap- 
pears to have proceeded in 
fairly well-balanced fashion. 
Increases have been re- 
corded for all major cate- 
gories of consumer and busi- 
ness spending. 


What the President's ill- 
ness and the subsequent 
decline in the stock market 
may have prompted is a 
tempering of the excessive 
optimism that prevailed until 
now. As an example, the 
scramble to acquire raw 
materials has abated some- 
what and, as a result, prices 
of these industrial compo- 
nents have lost a measure of 
their buoyancy. The change 
first became conspicuous in 
markets overseas, but the 
uncertainty over inventories 
has grown quite apparent 
in the United States, too. 
Two of the most price- 
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inflated industrial raw ma- 
terials, copper and rubber, 








WHAT’S AHEAD FOR BUSINESS? 


Jusimmnuniad 


have proved vul- 
nerable. 

Domestic copper 
production has been 
at full-tilt levels 
since the work stop- 
page earlier this 
year and while the 
material remains in 
short supply, many 
users are convinced 
that this situation 
will not be of long 
duration. The quest 
for substitute mate- 
rials already has 
been spurred by 
sky-high prices for 
the red metal. As 
for rubber, supplies 
probably will be 
adequate for the next few months, helped by the slack period 
growing out of automotive model changeovers. The sharply 
increased use of synthetic rubber, of course, has contributed 
importantly toward keeping the sipiral within bounds. 

The present attitude of business people might best be de- 
scribed as common-sense optimism, a condition that stems from 
many factors, not the least of these being consumer spending. 
Retailers are enjoying a banner fall and looking forward to 
the greatest Christmas business in their history. There is a 
feeling in merchandising circles that the lofty sales peak of 
September would have reached even greater heights but for 
the imbalance in stocks. Continued poor deliveries kept in- 
ventories in various departments below full strength on nu- 
merous items. Good business and stock gaps are causing many 
merchandising executives to come into the market earlier than 
planned. Many of these buyers are covering such needs as 
housewares into December because of expected delivery tight- 
ening on items of brass, aluminum and certain gauges of 
stainless steel. Holiday bookings on a wide variety of apparel 
also are heavy. 

Nowhere has this vigor been more outstanding than in the 
automotive industry. Intensive promotions of the past few 
months have whittled away what threatenéd to become oner- 
ous inventories of 1955 models. With the decks cleared for 
their 1956 makes, the industry is planning to produce at even 
higher levels than the record-breaking 1955 total. It remains 
to be seen whether the public can take down such a volume 
of cars, on the order of 8 million passenger vehicles. 

Thus, it would appear that, all in all, the economy has 
achieved a further expansion in the third quarter, although 
the rate of advance was somewhat slower than earlier in the 
year. The final three months, by the very nature of things, 
should see a sizable pickup. It remains to be seen, however, 
whether the present pace can be carried over into 1956. 
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MONEY & CREDIT—Borrowers in need of short-term funds 
are feeling the pinch in earnest these days, as seasonal 
demands, added to the requirements of a humming 
economy, combine to push the cost of money to new 
highs. In recognition of the tight situation, the banks 
have now raised the rate on prime loans to 312%, a 25- 
year high and the second increase this year. The Treasury 
itself had to pay the annual equivalent of 2.333% in 
mid-October, for money borrowed via 91-day bills, a 
new high since June, 1953, and dealers in commercial 
paper boosted the return on this financing instrument for 
the tenth time this year. The latest increase, one-eighth 
of one percent, raised the yield on best grades to 2%%, 
which compares with a 14% charge early this year. 

Federal Reserve policy is of course a prime factor in 
the tightness of short-term funds, with three increases in 
the rediscount rate so far this year—to the current 22% 
level—and a tight rein on the Central Bank’s buying of 
Government securities, effectuating the credit-tightening 
policy. In recent weeks, credit needs have risen so rapidly 
that the Federal has been forced to buy bills to prevent 
a disorderly market, but this has not prevented another 
fall in the free reserves of the member banks, further 
restricting their lending power. Unless the Federal Re- 
serve intervenes in an even bigger way, short-term 
yields may continue to rise until seasonal demand begins 
to wane early next year. 

The hectic condition of short-term money centers found 
no reflection in the markets for long-term securities where 
investors were bidding strongly for available high-grade 
bonds. Long-term Treasury issues were generally higher 
in the two weeks ending October 17, price changes in 
corporate bonds were mostly on the plus side and tax- 
exempts were in strong demand. In fact, improvement in 
the latter sector has reached the point where borrowers, 
who had refused to accept this Summer's low bids, have 
now been able to get better terms, Cook County and the 
New York State Thruway Authority being cases in point. 

The healthy demand for medium and long-term issues 
in the face of the sharp rise in short-term interest rates 
has puzzled some investors, although its causes are not 
far to seek. Of primary significance is the widely held 
conviction that the period of tight credit is a temporary 
condition. This has encouraged investment for the long 
term, at what are considered currently high returns, 
while borrowers, who do not want to saddle themselves 
with heavy interest charges for long periods, are con- 
centrating on short-term loans. The Federal Reserve has 
intensified this situation by concentrating all its credit 
control instruments on the short-term field and this could 
even result in some near-term money costs topping long- 
term rates, before the period of tight credit is over. 


——o-— 


TRADE—Country-wide retail sales in September were 
valued at $15.9 billion, on a seasonally adjusted basis, 
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1% above August and 11% ahead of a year ago, accord- 
ing to the preliminary report of the Commerce Depart- 
ment. Sales of most major retail groups showed improve- 
ment over August, although automotive dealers experi- 
enced a seasonal decline. 

There has been no visible slackening in retail demand 
in the first two weeks of October, with year-to-year gains 
still being maintained, according to estimates by Dun & 
Bradstreet. 


———o-——_ 


INDUSTRY—Industrial output was somewhat higher in 
September, and the Federal Reserve Board’s production 
index rose to a seasonally adjusted 141% of the 1947- 
1949 average, from 140 the previous month. Gains were 
confined to the durable goods sector, while nondurables 
and minerals were little changed. 

A slight easing of output rates for some industries was 
noted early in October. The MWS Business Activity Index 
fell to 212.8, from the previous week’s level of 214.3. 
Indicators which were off a bit in the latest week in- 
cluded crude oil runs to stills, freight car loadings and 
paperboard production. 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES-$b (e) | July 2.8 3.7 3.0 1.6 (Continued from page 151) 
Cumulative from mid-1940. July 596.5 593.7 555.2 13.8 COMMODITIES—Sensitive spot 
FEDERAL GROSS DEBT—$b Oct. 7 277.3 277.4 278.9 55.2 modity prices gave some ground in 
the two weeks ending October 14 and 
eranddi>-w-tieatinas the Bureau of Labor Statistics’ index 
ee Seepe-O8 Ghetore gee - Pp — = of 22 such commodities fell 0.3%, to | 
Cen Thanet evade = = = vata 89.9% of the 1947-1949 average. In- 
BANK DEBITS—(rb) ** dustrial commodities were down 1.3% 
New York City—$b_.__-_____ | Aug. 67.8 60.7 67.0 16.1 and metals gave up 2.5%. Raw foods 
343 Other Centers—$b Aug. 112.8 104.9 97.1 29.0 and fats and oils were higher during 
PERSONAL INCOME-$b (cd2) July 304.7 301.2 287.1 102 the period. 
Salaries and Wages__— July 212 208 197 99 
Proprietors’ Incomes —_____________ | July 48 49 48 23 = 
Interest and Dividends July 27 26 25 10 
Transfer Payments July 17 17 16 10 CONTRACT AWARDS for residential 
(INCOME FROM AGRICULTURE) July 14 14 15 3 construction dipped rather sharply in 
September, amounting to $733 mil- 
oe _ er Sept. 165.7 165.5 162.9 133.8 lion, versus $835 million in August 
on-Institutional, Age ver__._ | Sept. 117.6 117.5 116.4 101.8 sts . 
Seiliik bithiee Mains i. pe pes nope an and rede million in a. 1954, 
iaeeiiaiada ia as a“. a. mp according to F. W. Dodge Corporation 
peice ea ion. ar os a as estimates for the 37 states east of the 
Snsiewed Sept. 647 685 PY page Rockies. It was the first time in 1955 
In Agriculture Sept. 7.9 7.5 7.5 8.0 that these awards had dipped below 
Non-Farm Sept. 569 580 546 43.2 ce pe and age — 
creait is getting most of the blame 
sce ni Ameena — co a = mt for the decline. On the brighter side 
EMPLOYEES, Non-Farm—m (1b) Aug. 49.8 49.4 48.1 37.5 | was the expansion of other types of 
Government Aug. 6.7 6.7 6.6 48 | construction awards last month. Con- 
tate Avg. 10.6 10.6 10.3 7.9 | tracts for utility and public works rose 
asa a = we A 1.7 to $593 million, 51% ahead of a year 
Waemy See Aug. 40.8 = 39.7 40.4 | ago and nonresidential building con- 
Hourly Wage ($)__ Aug. 1.89 1.89 1.79 773 tracts, at $709 million, were 10% 
Weekly Wage ($) Aug. 77.11 76.36 71.06 21.33 above September, 1954. 
PRICES—Wholesale (1ib2) Oct. 11 111.2 111.4 109.7 66.9 
Retail (cd) July 208.6 207.8 209.7 116.2 ca - * 
wisn we TE 17 1582 The NATIONAL INCOME reached 
Clothing Aug. 103.4 103.2 1037 595 | newhigh of $321 billion, at seasonally 
oe ti Aug. 130.5 130.4 1286 89.7 adjusted annual rates, in the second 
quarter of 1955, well above the 1953 
RETAIL TRADE-$b** peak of $308 billion. Income pay- 
Retail Store Sales (cd) Aug. 15.7 15.5 14.2 4.7 ments have been rising continually 
eae ee $5 BE EET From the 1954 tow of $299 milion, 
with the biggest increases centered in 
Dep't Store Sales (mrb) Aug. 0.90 0.94 0.84 0.34 manufacturing, mining oni 
Consumer Credit, End Mo. (rb) Aug. 33.6 32.9 28.7 9.0 | portation, watts ted teen 
MANUFACTURERS’ | affected by the 1953-1954 recession. 
New Orders—$b (cd) Total** Aug. 29.0 270 21.9 14.6 | Farm income was the only component 
Durable Goods Aug." 15.4 13.6 9.8 7.1 | to decline, falling to $11.0 billion at 
Non-Durable Goods. Aug. 13.6 13.5 12.2 75 | annual rates, from $11.9 billion a 
Shipments—$b (cd)—Totals** Aug. a7A 26.7 23.1 83 | year ago. Corporate profits after taxes 
Durable Goods. Aug. 13.8 13.5 10.9 4.1 | were up sharply, to $21.4 billion in 
Non-Durable Goods_____ | Avg. 13.5 13.2 12.2 42 | the latest quarter, from $16.8 billion 
BUSINESS INVENTORIES, End Mo.** ; @ year ago. 
Total—$b (cd) July 79.2 78.8 77.6 28.6 
Manufacturers’ July 43.9 43.8 43.4 16.4 _ " = 
Wholesalers’ July 11.9 11.8 11.8 4.1 
Retailers’ July 23.4 23.2 22.4 8.1 Total EMPLOYMENT was seasonally 
Dept. Store Stocks (mrb) July 2.5 2.5 2.5 1.1 lower last month, but was still the big- 
BUSINESS ACTIVITY-1—pc Oct. 8 2128 2143. 1890 41a gest September in history, with 64.7 
(M. W. S.)—1—np Oct. 8 271.0 2730 2363 1465 | Million people holding jobs, a 2.5 
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Latest Previous Pre- 
00x Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
a INDUSTRIAL PROD.-Ia np (rb) Sept. 141 140 124 93 | million increase over September, 
Mining Sept. 121 120 108 87 | 1954. | 
cOm- Durable Goods Mfr._.-__-_-_-_--___| Sept. 160 158 137 88 
d in Non-Durable Goods Mfr.________ | Sept. 125 125 115 89 | UNEMPLOYMENT receded to 2.1 
and | CARLOADINGS—1—Total i 2 807 820 703 933 million last month, a seasonal decline | 
dex | Misc. Freight Oct. 8 392 400 348 379 from the 2.2 million who were look- 
» O/B! Mdse. LC. 1 Oct. 8 65 67 66 66 ing for work in August. A year ago, | 
. In- Grain Oct. 8 55 56 48 43 | 3.2 million people were out of work. | 
3% | The composition of the unemployed 
4 9 10,627 9,19 3,26 . 
Yods ELEC. POWER Output (Kw.H.) m Oct. 8 10,63 0,62 3 6 | has changed a good deal in the past 
ring SOFT COAL, Prod. (st) m Oct. 8 9.8 9.6 8.4 10.8 | year, with men 25 years old and over 
Cumulative from Jan. 1_______| Oct. 8 349.9 341.1 290.8 446 | representing only 38% of the total as | 
Stocks, End Mo Aug. 71.0 68.0 68.6 61.8 | compared with 45% a year ago, while | 
PETROLEUM—(bbls.) m | the proportion of unemployed adult 
Crude Output, Daily___--_--___| Oct. 7 6.7 6.7 6.2 4.1 | Women has increased. 
tial Gasoline Stocks Oct. 7 151 151 152 CO a! se 
in Fuel Oil Stocks Oct. 7 47 47 56 94 | 
per | | Reena decree on? ee 55___| PASSENGER TIRE shipments fell to | 
+ LUMBER, Prod.—(bd. ft.) m Oct. 8 238 265 264 632 | 8,102,642 units in August, a 2.8% 
nthe Stocks, End Me. (bd. ft.) b—_——| July 8.5 8.7 9.1 7.9 | drop from the previous month. The 
n | . _ 
re STEEL INGOT PROD. (st) m Sept. 99 9.6 68 70 | decline was confined to original | 
55 Cumulative from Jan. 1________ | Sept. 85.8 75.9 64.2 74.7 equipment, reflecting the contraction | 
wih ENGINEERING CONSTRUCTION | of factory auto assemblies. Tire out- 
" AWARDS-$m (en) Oct. 10 346 464 269 94 | put of 7,585,098 tires in August was 
t Cumulative from Jan. 1 _| Oct. 10 14,944 14,598 12,218 5,692 | 3.9% under July but far ahead of 
- permease | the 4,708,586 units turned out a year | 
e ° . ° 
of Pesadiaaal, Wane Cedere (ot Oct. 8 380 295 261 165 | ago. belie sree a in August run- | 
“~ Cigarettes, Domestic Sales—b July 29 36 29 17 | ning at ead of pro wenn, tire inven- | 
D ‘ Jul 414 510 435 543 | tories in manufacturers’ hands were | 
se o., Cigars—m af | qd 4.6% Ff Jul 
old Do., Manufactured Tobacco (Ibs.)m. | July 13 18 14 28 own 4.0% trom July. 
- b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. | 
% edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
5 | THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES | 
y | 1955 1955 | 
| | No. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High Low Oct.7 Oct. 14 
3 Issues (1925 Cl.—100) High Low Oct. 7 Oct. 14 100 High Priced Stocks .......... 220.1 180.6 203.9 198.9 
i 300 Combined Average ........ 329.8 282.0 307.4 300.1 100 Low Priced Stocks . se 392.5 343.5 366.7 358.0 | 
, | 4 Agricultural Implements .... 348.7 264.9 313.5 308.1 4 Gold Mining ...... 806.0 649.1 691.9 656.2 | 
3 Air Cond. (‘53 Cl.—100).... 116.0 87.0 88.2 87.0L 4 Investment Trusts ....... = 157.1 140.8 145.2 140.8L 
10 Aircraft (‘27 Cl.—100)........ 1084.9 871.7 964.4 964.4 3 Liquor (‘27 Cl.—100) .......... 1155.7 961.3 1047.7 1015.3 
7 Airlines (‘27 Cl.—100).......... 1263.6 971.2 1013.0 971.2 FF TE saticctisermcicome eons 395.8 317.7 324.2 321.0 
4 Aluminum (‘53 Cl.—100).... 388.1 191.1 340.8 323.1 3 Mail Order ....... sn 217.9 159.3 204.9 201.6 
TF CID eraneccenicicinsiccenses 180.6 147.0 163.0 156.6 & Miget PORIIAG  cacercccccssscccessnse 134.4 112.8 114.0 115.2 
9 Automobile Accessories .... 368.6 308.3 349.6 340.0 5 Metal Fabr. (‘53 Cl.—100).. 187.0 155.9 170.6 164.0 
I aiiiccnianicsicerseiie 55.8 44,3 52.6 512 10 Metals, Miscellaneous .......... 452.3 358.2 390.7 387.1 
4 Baking (‘26 Cl.—100) ........ 30.6 27.8 28.9 28.4 4 Paper : 1057.8 767.1 960.9 936.7 
3 Business Machines .............. 930.6 657.4 771.1 751.1 ee IIR vnsinsanicocrmnesionsintensn 680.3 590.0 638.1 620.1 
Re TIE waniarasncsecinsossorecteias 584.5 466.6 530.5 520.7 22 Public Utilities .......... sine 258.5 234.8 246.7 241.9 
BD He I accsicnscccsisescsanies 20.3 14.8 17.6 17.1 7 Railroad Equipment ..... = 88.4 73.4 79.4 77.1 
4 Communications .. = 116.6 100.7 104.9 100.7L BD TIS. vecneniscvivassteie ig 77.9 64.7 71.3 70.0 
9 Construction ........ sae 127.3 106.4 115.2 111.9 3 Soft Drinks ...... on 565.7 459.9 487.5 487.5 
7 Containers ....... 747.7 675.1 718.6 696.9 BE TNE Ti IY sssesscsseniessctnnsceee 320.9 219.2 287.0 282.5 
7 Copper Mining .... es 333.4 222.2 280.1 268.5 4 Sugar ; 68.5 56.1 61.3 61.3 
2 Dairy Products .......... sp 127.0 116.4 118.8 116.4L Be ED saisceincicassenpiaesesinsiases 964.0 813.2 905.4 888.6 
6 Department Stores ............ 100.2 80.0 92.9 90.5 10 Television (‘27 Cl.—100)...... 47.3 40.7 42.3 40.7 
5 Drugs-Eth. (‘53 Cl.—100)...... 151.2 129.6 140.4 135.0 5 Textiles 188.9 148.4 184.4 181.4 
6 Elec. Eqp. (‘53 Cl.—100).... 174.7 151.3 151.3 151.3 3 Tires & Rubber ...............0+. 172.6 137.8 156.6 152.3 
2 Finance Companies __......... 651.1 565.1 595.8 565.1L | 5 Tobacco 95.7 81.9 92.2 91.4 
6 Food Brands 300.6 256.2 261.4 256.2L | 2 Variety Stores ..........c.scccsseee 315.0 286.9 293.2 293.2 
3 Food Stores 163.7 137.7 152.1 147.8 | 15 Unclassif’d (’49 Cl.—100).... 158.1 141.9 144.8 141.9L 
L—New Low for 1955. 
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Trend of Commodities 





Commodity futures followed a mixed course in the two 
weeks ending October 18. Cotton, coffee and cocoa were 
higher while grains and rubber weakened. The Dow- 
Jones Commodity Futures Index gained 1.05 points dur- 
ing the period to close at 152.70. December wheat gave 
up 1% in the fortnight to finish at 201. Selling pressure 
was light but weakness of other grains stifled demand. 
Flour business was routine and foreign demand was slow 
for both wheat and flour. The newly seeded winter 
wheat crop has encountered good weather thus far and 
growing conditions in general are about normal. 
December corn lost 4% cents in the two weeks ending 
October 18 to close at 127. The Government's latest 
estimate forecast a 3,118 million bushel crop which ex- 
ceeded expectations and brought in selling. Harvesting 
of corn is now expanding rapidly towards a nearby peak 


and this has generated additional selling pressure. How. 
ever, consumption is improving and this together with ) 
the Government loan program should provide long-term g 

s 
support. Nearby cotton futures were strong in the periodf&\</ 
under review, with the December option adding 8} re 
points, to close at 32.76 cents. This compares with the 2 
low for the life of the option of 30.42 cents, reached on &, “| 
October 3. The October 10 report of the Department off WZ 
Agriculture forecast a 13,928,000 bale crop, or 1,055,000 S 
million bales more than the September estimate. How. ex 4 
ever, earlier private forecasts of a bigger crop and q P.. | 
concomitant drop in prices had prepared the market and y 
the official news had only a moderate influence. Distant é, 'S 
futures have lagged in the recent upturn with traders | == 
concerned over possible price cuts on CCC-held cotton 
and uncertain regarding the 1956 support level. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1955 1954 1953 1951 1945 1941 1938 1937 


ee 160.5 154.4 162.2 215.4 111.7 889 57.7 86.46 
ee 153.6 147.8 147.9 1764 986 58.2 47.3 54.6 
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Average 1924-26 equals 100 


1955 1954 1953 1951 1945 1941 1938 1937 
High ...... 173.6 183.7 166.5 2145 958 743 658 93.8 
Low _...... 150.8 167.3 153.8 174.8 83.6 58.7 57.5 64.7 — 
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Case No. 10 


The Fast Reader of News 
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by # financial news columns in the daily news- 
papers provide a valuable assist to investors who 
busy themselves with trying to keep up with the 
latest developments. But they must be used dis- 
criminately. If the news is swallowed whole without 
reference to related factors, more harm than good 
is likely to come of it. 

Investors, being human beings, are subject to nor- 

| human emotions. Anything which is likely to 
heighten such emotions can be a source of mischief 
in investment matters, as in life in general. For ex- 
ample, a financial newspaper headline which gives 
the impression of extraordinarily good news can, 
and does, cause investors to abandon caution and 
flock to the brokers to put in buying orders. Or, a 
depressing news item sensationally played up, may 
cause them to unload precipitously. 

As a rule, it can be stated without too much quali- 
fication, that the impulsive purchase or sale of stocks 
on a particular item of news is something that the 
investor—or speculator—may live to regret. For one 
thing, such news, as a rule, has been discounted in 
the market. News that a company has declared a 
stock split may be news to the ordinary reader but it 
is not news to the top officials of the company. They 
know all about it, having decided some time back 
that they were going to vote a stock split. Between 
the time the decision has been made in advance 
privately and the time the public gets the news, the 
stock will undoubtedly have been well advanced in 
price. Thus, if the stock is bought when the news is 
out, the investor may find that he has bought at or 
near the top for the time being, at least. 

By the same token, news of a cut in dividend 
or sharp drop in earnings is generally discounted 
well in advance. Those in a position to be close to 
the affairs of a company in temporary difficulties 
have no trouble in understanding some time in ad- 
vance that they will be unable to maintain the divi- 
dend at the old rate or that earnings are about to 


take a turn for the worse. With this knowledge 
aforehand, insiders start selling. Thus the price of 
the stock is depressed long before the average in- 
vestor gets the actual news. 

It stands to reason that, if the investor acts on 
the news, under the conditions described above, he is 
likely to act at precisely the wrong time. The danger 
is that, over-stimulated by his emotional reflex, he 
may be encouraged by the news to take action that 
he should not. If he will, therefore, sit down and 
reflect on the news before he acts, he may find that 
he will do precisely the opposite of his first inclina- 
tion when he read the news. 

Strange to say, a too quick perusal of the stock 
quotations reported in the daily papers may be a 
source of trouble for investors. On a strong market 
day, the preponderance of plus signs, many of them 
showing large gains, may encourage him to take a 
flyer, particularly if he has not profited too much 
from the previous upswing and wants to make up 
for lost time. Likely as not, if he acts impulsively, 
he is apt to run his eyes down the stock column and 
pick something or other that may appeal to him at 
the moment. This is surely no way in which to invest 
money. Yet many people do just this. 

Also, on a “bad” day in the market when the 
minus signs in the stock column are profuse, a feel- 
ing of discouragement may be engendered in the 
already depressed investor and he may decide, at a 
moment’s glance, that he ought to get rid of his 
stocks. Generally, he picks the wrong time. 

So we give this bit of advice to readers. Follow 
the news, look at the daily transactions reported— 
but don’t act on the news. Stop and take time to con- 
sider. The market will be there for a long time and 
you will have plenty of opportunity either to take 
advantage of profitable situations or, if necessary, to 
rectify past mistakes. This is good advice, so take it 
in the name of prudence. 

—END 








We would welcome comments from our subscribers on investment subjects in which they are 
interested, and which they feel would add to the value of this Department. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2. Confine your requests to three 


intervals. 


listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Southern California Edison 
Company 
“As I am retired, I am interested in 
holding only high-grade equities where 
dividends are stable and where long- 
term growth is a reasonable expecta- 
tion. Please submit recent information 


you have on Southern California 
Edison Company.” 


P. N., Paris, Tenn. 

Southern California Edison is 
an operating utility supplying 
electricity to central and southern 
California; the territory served 
is diversified as to industry, agri- 
cultural, oil fields, etc. Earnings 
have shown good stability and 
so have dividends, with consecu- 
tive payments made from 1907. 

Operating revenues for the 
twelve months to August 31, 1955 
amounted to $168,405,127 and 
net income to $28,455,718. This 
compares with operating revenues 
for the preceding twelve months 
of $148,286,283, net income $25,- 
248,501. 

For the full year of 1955, earn- 
ings per common share are esti- 
mated at $3.23, based on increased 
number of shares outstanding 
against $3.06 in 1954. The outlook 
for 1956 continues favorable. 

Dividends at 60¢ quarterly are 
expected to continue. 

The company has kept abreast 
of developments in the field of 
atomic energy and has engaged 
one of the foremost atomic scien- 
tist in the country as a consultant 
on this subject. 

The company operating in a 
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growth territory has good near 
and long-term outlook. 


Armco Steel Corporation 


“With the steel industry operating at 
capacity, I am particularly desirous of 
receiving late data on Armco Steel. 
Will you please include dividend rate 
and the outlook over coming months?” 


W. F., Billings, Mont. 

Armco Steel Corp. is an inte- 
grated producer, with nine well- 
located steel plants. More than 
half of its products consist of 
flat-rolled items, in which the 
profit margins are wider. Over 
the years, the stock has achieved 
a good earnings and dividend rec- 
ord, and it is one of the better 
issues in the steel group. 

Sales and earnings of Armco 
Steel reached new highs in the 
first six months of this year. This 
reflected the continued high oper- 
ations in the steel industry gener- 
ally. Armco operated at 102.5% 
of its rated capacity in the first 
half, compared with an operating 
rate of 92% of capacity in the 
first half of 1954. 

Sales for the first six months 
of this year showed an increase of 
23.3% over those for the corre- 
sponding period last year, and the 
company earned 8.5¢ on each dol- 
lar of sales, up from 7.1¢ during 
the corresponding period in 1954. 

Armco’s increase in earnings 
was attributed by the Chairman 
of the Board, Mr. Hook, to the 
high level of business activity and 
“the benefits the company is now 
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receiving from its improvement{™s 
and expansion program of recent 
years”. 

On October 6, 1955, Armco an- 
nounced that company had de 
cided to increase its expansion 
plans, the new costs being esti- 
mated at $110,000,000, against 
$60,000,000 first contemplated. 
The enlarged program would in- 
crease steel ingot producing ca- 
pacity by early 1957 to 6,126,000 
tons annually. Present annual 
capacity was 4,950,000 tons. 

Most of the additional expendi- 
tures, above the $60,000,000 pre 
viously announced, would be put 
into additional steel-melting ca- 
pacity. 

Company has arranged with a 
group of eighteen banks to make 
available, if needed, $50,000,000 
in a revolving credit fund to help 
finance the program. However, 
company expected that a substan- 
tial portion of the cost would be 
financed from earnings and de- 
preciation. 

On October 6, 1955, company 
also announced its plan to rebuild 
its railroad car wheel works at 
Butler, Pa. The present wheel 
plant had been in operation for 
many years and was being dis- 
mantled and moved to make room 
for a new, continuous strip mill. 

Net sales for the first half of 
1955 amounted to $329,521,667, 
net profit $28,020.534, equal to 
$2.65 per share. This compares 
with first half 1954 net sales of 
$267,071,172, net profit $19,001,- 
116, equal to $1.80 per share. 

Net sales for the quarter ended 
June 30, 1955 were $174,748,027, 
net profit $15,331,411, equal to 
$1.45 per share. This compares 
with same quarter in 1954 when 
net sales were $135,725,096, net 
profit $9,863,891, or 93¢ per share. 

Dividends, adjusted to the 2- 
for-1 stock split early this year, 
have totaled $1.35 per share, with 
the latest quarterly payment of 
45¢. 

Prospects over coming months 
continue favorable. —END 
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Rolling copper and alloy strip up to 10” wide, this 
new, high-speed tandem rolling mill is the latest 
addition to the Kenosha, Wis. plant. 








a 


more copper 


and brass 
for the 


a , 
] Owln This reversing-type hot breakdown roll reduces copper 
and alloy cakes from 6” thicknesses to .440” gage 


in one process. It can handle cakes weighing up to 
3,000 pounds. 


; ! 
mi e west In a few months, Anaconda’s subsidiary, The American Brass Company, 
9 : ae 
will complete its current expansion and improvement program at the 
Kenosha, Wisconsin, plant .. . one of the largest copper and brass mills 


in the United States. 





The result will be an engineering dream come true. Able to handle copper 
and copper-alloy cakes weighing up to 3,000 pounds, this ultra- 

modern plant is ideally located to meet the growing demand of 

industry in the Middle West for copper and copper alloys in the form 

of sheet, strip, rod, tubes and drawn products. 


Its completion will mark one more advance in Anaconda’s company-wide 
expansion and improvement program. Through such accomplishments, 
Anaconda is constantly increasing its ability to serve American industry 


in the non-ferrous metal and metal-product fields. eee 


The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
NAC Oo N D Greene Cananea Copper Company 
Anaconda Aluminum Company 


Anaconda Sales Company 
International Smelting and Refining Company 
























































































New World Power Line-Up 





(Continued from page 123) 


greatly increased stress has been 
placed on the interchange of 
American and Soviet ideas, the 
concept of “to know you is to 
understand you.” With it has come 
a wave of exchange arangements, 
bringing to our shores for the first 
time Russian experts on farming, 
housing and other phases of 
American life. Although there has 
been a great to-do about the 
“friendship” value of the trips and 
the slit they have made in the 
Iron Curtain, the exchanges have 
had their critics here. 

The argument that the cause of 
freedom will be forwarded by 
giving these visitors a look at our 
prosperous way of life is con- 
tested by these critics, who point 
out that all of the Russian vis- 
itors so far have been ranking 
Communist party or government- 
al leaders, not rank-and-file citi- 
zens. They are not likely to be 
swayed from their own ideological 
course, the critics say, but rather 
will pick up the technical virtues 
of our system, inject them into 
their own, and throw the rest 
away. The result, they say, will 
be agricultural progress in the 
USSR without any consequent 
ideological change. 

The disagreement on this phase 
of our foreign policy — whether 
or not we ought to share our 
know-how with the Communists 
while we and they continue to 
arm to the teeth for an ultimate 
global explosion—is liable to be- 
come a chief cause of inter-party 
conflict in the immediate months 
and years ahead. 

Leading members of the Senate 
Foreign Relations Committee have 
commented again and again that 
our main international deficiency 
up to now has been our failure to 
“sell” our way of life and our 
foreign policy to the world, not 
in terms of dollars and cents but 
in terms of morality. It appears 
inevitable at this point that our 
overseas information programs— 
aimed at the Iron Curtain as well 
as at our own allies—are to be 
accentuated from now on. Should 
selling our way of life include 
passing on information that could 
lead to easing Soviet domestic 
woes, the concept certainly will be 
challenged strenuously here at 
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home. 

American foreign policy in ten 
years has taken us to a point 
where our determination and 
ability to hold the line militarily 
cannot be questioned seriously. 
For our own part, the “spirit of 
Geneva” is not likely to shake that 
determination and ability, al- 
though the same may not be true 
of our allies, of which more later. 
It is in the American economic 
and propaganda policies where 
the chief dangers of letting up are 
in evidence. 

In ten years we have drawn the 
line and the issue with world 
Communism, and perhaps at last 
we have convinced its leaders it 
is not in their interest to cross 
that line with gun in hand. The 
boxing gloves may be discarded, 
but the chess board is being sub- 
stituted. This is progress on the 
foreign affairs front, but only 
progress into a second stage of 
conflict, less lethal perhaps but 
no less crucial for the free world. 

Direct American-Soviet rela- 
tions, of course, will dictate the 
ultimate decision of war or peace. 
But behind that major clash of 
interests is the field of activity 
that will determine how much or 
how little the United States can 
do—our policies within the free 
world bloc itself. 


Infinitely more complex and 
controversial than the surface 
power struggle between East and 
West, this phase of American 
foreign policy will be examined 
at length in the concluding instal- 
ment of this article to appear in 
the next issue. —END 





Prospects for 40 Leading 
Stock Groups 





(Continued from page 127) 


which must find a more secure 
market level. 

Investment trust stocks de- 
clined about the same in both 
breaks, the figures being 6.6% 
and 7.0%. This was about on a 
par with the estimated decline of 
6.8% in the MWS Common Stock 
Index which took place in the 
September 26 - October 7 break. 
This would represent a fairly ac- 
curate measurement of the loss in 
asset value in these shares 
brought on by the general market 
reaction. However, in considera- 
tion of the substantial decline in 





some of the important stocks hej 
in these portfolios, the inveg fl 
ment trust shares held y 
remarkably well under the cir. 
cumstances. This, of course, is th 
result of sound diversification. 

The container grcup held wy 
well in both major market de 
clines, with this group droppin 
only 4.1% and 3.9%, respectively, 
for the two periods. This goo 
performance would indicate tha 
the group is still meeting invest. 
ment support. 

Soft-drink stocks proved some. 
what more vulnerable in the latest 
decline than they did in March, 
with a drop of 7.2% recently 
against a drop of only 4.7% in 
March. Apparently, this group is 
meeting with less favor than it 
did in the earlier part of the year. 

The meat-packing group acted 
unimpressively in both groups, 
with declines of 5.7% and 7.2% 
respectively. This group is stil] 
waiting for more tangible evi- 
dence that it has turned the 
corner. 

TV and Radio acted somewhat 
better in the last break than it did 
in March, reacting 6.4% against 
8.1%. This group apparently is 
offering more resistance but is 
still in a somewhat uncertain posi- 
tion for the time being. 

Food brands acted extremely 
well in both breaks, averaging a 
decline of about 3.8% for the two 
periods. This action illustrates the 
typical stability of the group, even 
in periods of general market 
weakness. 

Auto stocks — concentrated 
mainly in General Motors and 
Chrysler — showed somewhat 
less resistance to decline in the 
September-October break than in 
March but this is accounted for 
by the elevated position of both 
issues, especially Motors. Obvi- 
ously, high prices make both is- 
sues more vulnerable to a general 
onslaught on market prices but 
at this writing Chrysler seems to 
be acting relatively better than 
Motors. 

Public utility stocks were com- 
paratively stable in both breaks 
but action in March, during the 
decline of that period, was supe- 
rior to recent action. Probably, 
this has been due to an increas- 
ing desire on the part of investors 
to accept profits on long-term 
holdings which, over the years, 
have attained substantial propor- 
tions. However, this is most likely 
a passing phase as this group 

(Please turn to page 160) 
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“The best Tobacco 
under the Sun!” (\ 


In the lively days of Queen Elizabeth I, the tobacco 
that came to London was, indeed, the “best tobacco 
under the sun.” And the fashionable tobacconists of 
the time took care to give it the billing it deserved. 
Their ads were classics of clarity. In sonorous Latin 
and lilting French, they strummed their single 
theme . . . and for those who must run as they read, 
they appended a translation in pure Elizabethanese. 


In the 350 years from Elizabeth I to Elizabeth II, 
tobacco and tobacco products have been improved 
immeasurably. And for nearly 200 of those years, 
P. Lorillard Company, founded in 1760, has been 
leading the way. 


Our single-minded devotion to smoking pleasure has 
brought us new friends every year. OLD GOLDS— 
regular, king size and filter kings—are today more 
popular than ever. And KENT, the cigarette with the 
amazing MICRONITE filter, continues as a leader in the 
high filtration field. 


There’s only one reason for this popularity . . . for 
the continuing loyalty of Lorillard customers to 
every Lorillard product, and for the confidence of 
Lorillard stockholders in the future of their com- 
pany. It’s the result of two centuries of Lorillard 
leadership in smoking pleasure. 


AMERICA’S OLDEST TOBACCO MERCHANTS - ESTABLISHED 1760 
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Leading Products of 
P. LORILLARD COMPANY 


Cigarettes 


OLD GOLD - Regular, King Size 
and Filter Kings 


KENT + Regular and King Size 


EMBASSY ~- King Size 
MURAD 
HELMAR 


Smoking Tobaccos 


BRIGGS 

UNION LEADER 
FRIENDS 
INDIA HOUSE 


Cigars 


MURIEL 

HEADLINE 

VAN BIBBER 
BETWEEN THE ACTS 


Chewing Tobaccos 


BEECH-NUT 
BAGPIPE 
HAVANA BLOSSOM 














Prospects for 40 Leading 
Stock Groups 





(Continued from page 158) 


offers definite long-term attrac- 
tions, for serious investors, even 
at present levels. 

Liquor stocks, on average, 
showed marked weakness in the 
September-October decline and 
acted much worse than they did 
in March. This may have been due 
to the desire on the part of some 
investors to create tax losses to 
offset capital gains tax. 

The dairy product group acted 
with marked stability in the Sep- 
tember-October break. A compar- 
ison with the March period is not 
feasible because figures are not 
available. However, current ac- 
tion is a tribute to the regard with 
which these issues are held by the 
investing public. 

Surprisingly enough, the sugar 
group turned in the best perform- 
ance of the lot. In the March 
break, this group declined a nom- 
inal 2% and, in the recent break, 
less than 1%. This action is in 
response to expectations of a 
widening of the profit margin for 
many companies. Though the sit- 
uation is by no means _ ideal, 
enough improvement is in sight 
to warrant hopes that the sounder 
issues will work moderately 
higher. 

The gold mining group showed 
stability in the recent market 
break but this group is quite in- 
dependent of general market con- 
ditions. There is little reason to 
expect any important change 
either way. 

Variety store stocks were quite 
weak during the September-Octo- 
ber break, responding to the gen- 
erally rather drab outlook for this 
type of business. 

The tobacco group showed some 
sensitiveness to the generally 
weak market but their general 
action has been much better in 
recent months than for several 
years past. Apparently, the “can- 
cer” scare is wearing off and the 
stocks are regaining some of their 
past investment standing. 


Individual Stock Action 
The accompanying table shows 
the action of stocks compared 
with the action of their respective 
groups during important periods 


of the market since September, 
1953. The first column shows the 
price of two leading stocks in 
each industry at the beginning of 
the bull market two years ago. 
The second column shows the 
price at the end of the calendar 
year 1954. The third column gives 
the peak for the period. The 
fourth column shows what hap- 
pened during the Fulbright in- 
vestigation. The fifth column 
gives the position at the peak for 
the period in July 1955. The sixth 
column tells what happened in the 
August 1955 break. The seventh 
column indicates the final peak 
for the two-year period and the 
last column shows what happened 
after the first two weeks of de- 
cline when the President took ill. 

Comparing the prices of the 
individual stocks in each group 
with the group movement, the 
reader is afforded a fascinating 
picture of diversity in market ac- 
tion. It will be noticed in the air- 
craft group, for example, that 
North American Aviation has 
performed on the upside more 
consistently than Boeing, retain- 
ing a larger percentage of its 
maximum gains than the latter, 
although Boeing at one time had 
risen proportionately much more 
than North American Aviation. 

In the steel group, U. S. Steel 
has acted relatively better than 
Jones & Laughlin. In the rubber 
group, Goodrich has been a more 
consistent gainer than U. S. 
Rubber. 

It is interesting to note that a 
number of stocks listed in this 
table are actually selling lower 
than their price at the beginning 
of 1954, indicating that they have 
lost a large part of their total 
gain in the two-year bull market. 
Thus, Boeing is lower; American 
Airlines is unchanged; American 
Radiator is unchanged and Johns 
Manville is lower; St. Regis 
Paper is unchanged but Interna- 
tional Paper is_ substantially 
higher; and finally, U. S. Rubber 
is unchanged whereas Goodrich 
still retains a large part of its 
total gain. 

It is clear that, regardless of 
the fact that the “averages” 
reached new peaks in September, 
1955, many stocks had lost ground 
from individual peaks established 
at different periods during the 
two-year period. Obviously, there 
is no such thing as consistent ac- 
tion for large groups of stocks or 
for individual stocks, for that 
matter. The reader must be care- 
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ful not to hold to the assumpti 
that the particular stock or sto¢ 
he owns will do well because th: 
are represented by a particul 
group that, in a general way, hap 
pens at the time to act favorab) 
He must judge on the basis of jy 
dividual performance but it wi 
nevertheless be more valuable ; 
him if he makes his judgment ¢ 
the basis of group action as we 
as individual action. This wi 
give him a better-rounded view ¢' 
the overall situation as it applig 
to the prospects for the stocks ; 
which he is interested. —EN 








What 3rd Quarter Earning; 
Reveal 





(Continued from page 129) 


with a net of $63,143,000, o 
$4.09 a share, against $35,094. 
000, equal to $2.32 a share, fo 
the first nine months of 1954 
This 80% climb in net was ae. 
counted for largely by the almos 
insatiable demand of the automo. 
tive trade, the construction ip. 
dustry and the railroads, which 
have re-entered the steel market 


EX-CELL-O CORP., on a No. 
vember 30 year, continued to im. 
prove sales and net in the third 
quarter. In the year-ago quarter 
the backlog was in decline, where- 
as for the most recent quarter it 
moved up sharply and at August 
31 was about 25% higher than a 
year earlier. Orders received dur- 
ing the latest quarter ran far 
ahead of shipments. Earnings for 
the first nine months of this year 
amounted to $8,094,000, equal to 
$4.52 a share, after giving effect 
to tax refund of $844,572 and a 
deduction of $270,000 as a pro- 
vision for renegotiation refund. 
This compares with net of $7, 
132,000, or $3.99 a share, in the 
like 1954 period. Sales for the 
latest nine-month period rose 
to $75,152,000 from $71,780,000. 
Earnings of Michigan Tool Co. 
are included in the consolidated 
figures for the period subsequent 
to March 1, 1955, when that firm 
was acquired. The 36-year-old 
company is diversified into such 
fields as precision parts for in- 
dustry, components for military 
goods, machine tools and dairy 
packaging equipment. 

(Please turn to page 162) 
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The rapid growth of this 








































century-old Company stems from ystRv 
its participation in basic, growing wo 


fields of business and industry URE 
throughout the world. acricul™ 


Symbol of Service 
throughout 
the World 
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Copies of the Semi-Annual Report cin ance 
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\.' Davison Chemical Company Division + Dewey and Almy Chemical Company Division + Foster and Kleiser Company 
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on request. 


W. R. GRACE 2 CO. 


Executive Offices: 7 HANOVER SQUARE, NEW YORK 5 


Grace Chemical Company + Grace Line Inc. » Grace National Bank of New York 










































































What 3rd Quarter Earnings 
Reveal 





(Continued from page 160) 


NEW YORK AIR BRAKE CO. 
was cited in the Magazine (Au- 
gust 6, 1955) as an outstanding 
example of a railway-equipment 
firm that had gotten away from 
major dependence on its tradi- 
tional business. Diversification 
now is paying off. For the three 
months to September sales rose 
to $10,832,000 and brought down 
to net profit of $627,000, or 86 
cents a share. This compares with 
sales of $9,885,000 and net of 
$409,000, equal to 56 cents a 
share a year earlier. All divisions 
showed gains with the result that 
unfilled orders at the close of the 
excellent quarter totaled $18.1 
million, against $14.8 million at 
the start of the period. On the 
basis of orders now on hand and 
the current prospects for new 
business, operations during the 
remainder of the year should as- 
sure a reversal of the downtrend 
sustained in 1954. For the first 
nine months of this year sales 
amounted to $29,595,000 and net 
was $1,430,000, or $1.96 a share. 
This compares with sales of $26,- 
342,000, net of $1,331,000 and 
earnings per share of $1.83 in the 
first three quarters of 1954. 


DOUGLAS AIRCRAFT earn- 
ings for the third fiscal quarter 
(ended August 31) rose to $2.62 
a share from $2.44 reported in 
the year-ago period on a sales rise 
to $240.3 million from $205.6 
million. Earnings for the nine 
months, however, dropped to 
$6.33 a share from $7.64 a vear 
earlier. Net profit was $23.369,- 
000 on sales of $676.1 million, 
against net of $28.2 million sales 
of $700 million in the correspond- 
ing period of 1954. While the out- 
standing third quarter served to 
narrow the gap, Douglas does not 
expect the trend to continue at 
this time. Lower earnings in the 
final quarter are expected, based 
on the prospect of fewer deliver- 
ies, especially of commercial air- 
craft. A sharp upturn in sched- 
uled deliveries of commercial air- 
craft is expected next year. The 
trend to jet airliners should con- 
tribute imnortantly to comnany 
earnings in the years ahead. Back- 
log at September 30 was $1,824,- 
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218,000, of which about 25% was 
commercial orders and the bal- 
ance military. A year ago the 
backlog was $1,853,681,000, with 
military orders making up 91% 
of the total. 


MEAD CORP., a leading pro- 
ducer of magazine and book 
paper, and container board, cele- 
brated its increased earnings 
with an accompanying declara- 
tion of a dividend increase and a 
dividend in stock. For the 16 
weeks to October 2, net jumped 
to $2,794,000, or $2.07 a common 
share, against $1,678,000, equal 
to $1.37 a share in the like 1954 
period. This brought earnings per 
share for the 40 weeks to October 
2 to $4.92, from $3.38 in the year- 
ago period. Sales for the 40 weeks 
rose to nearly $105 million from 
less than $84 million. This 109- 
year-old company now is deriving 
major benefits from its diversified 
products. Once a producer of 
magazine publication stock only, 
Mead now makes more different 
grades of white paper than al- 
most any other company in the 
field. Credit for the present gains 
also must be given to better prices 
for its products and almost con- 
tinuous production of the paper- 
board mills along with the com- 
ing into production of its Rome, 
Ga., plant. —END. 





Uranium Boom Over 





(Continued from page 139) 


as demand rises. 

Figures are not available on 
the total production or price of 
thorium, due to the restriction 
of the atomic program. Thorium 
metal, however, has been expen- 
sive. Last published quotation 
was about $200 a pound in 1951. 
The non-atomic markets for 
thorium are met primarily by 
such companies as Union Carbide 
and Carbon, Lindsay Chemical, 
Mallinckrodt Chemical Co., May- 
wood Chemical Works and Rare 
Earths, Inc. The Government 
carries out a stockpiling program 
under the General Services Ad- 
ministration. A $10 million 
thorium processing contract with 
the A. E. C. is held by Lindsay. 


Breeder Type Spells Trouble 


If thorium poses a threat to 
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uranium, then the development q 
the “‘breeder-type” reactor cov 
do them both in. There is wit 
spread speculation about the feag 
ability of such reactors, whic 
would produce more nuclear fu 
than they consume. If such a de. 
velopment were realized it woul 
undermine the market for urani. 
um and thorium. 


Hundreds of companies which 
were capitalized at less tha 
$300,000 (often a mere fraction 
of that figure), and therefore no 
subject to registration with the 
Securities and Exchange Commis. 
sion, are dying on the vine, 
Others will be lucky if they can 
make a deal to sell out to the 
bigger, better-financed companies, 
Announcement by the Canadian 
authorities that they will not 
enter into any more special-price 
contracts to buy uranium after 
the end of March, 1956, repre. 
sents a severe blow to those com- 
panies operating north of the 
border. 

It must be clear by now that 
untold millions of dollars poured 
into the stocks of obscure uranium 
promotion-exploration com- 
panies, which have no actual pro- 
duction, are down the drain. At 
the same time, uranium may be 
expected to continue as the lead- 
ing fuel of the atomic age for the 
foreseeable future and to produce 
the first large flow of atomic 
power. It will be in demand by 
private industries as well as 
governments. Thus, the topnotch 
producing companies should be 
able to reap a substantial profit 
over the next several years. 

In this country, numerous util- 
ity companies are well advanced 
with plans for the construction of 
atomic energy plants designed to 
produce power. In _ addition, 
atomic-fueled power plants are 
slated for three Latin American 
countries. American & Foreign 
Power Co., a leading interna- 
tional utility holding company, is 
prepared to place orders for these 
plants. Each of the new South 
American plants will have a ca- 
pacity of 10,000 kilowatts and 
will be built for regular utility 
purposes. A key difficulty in ne- 
gotiations on power reactors is 
disposal of spent, or “burned,” 
atomic fuel. In any reactor opera- 
tion, fissioning uranium produces 
plutonium, which when separated 
from other products in the fuel 
could be used to make atomic 


(Please turn to page 164) 
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a Master's Touch in Oil 





Atlantic Blue Ribbon Winner since 1910— 


Every 
ft, sleek S. S. United 


from the Mauretania to the swi 
States... 

The world’s fastest propeller-driven boat, Slo-Mo- 
Shun IV, skimming water at 178 mph... 

Maiden voyage of the world’s first atomic-powered 
submarine . . . 

Two-fifths of the world’s freighters . . - 


The race horses and the work horses of the seas— 


all have one thing in common—SOCONY MOBIL’S 


master touch in lubrication. 

hen the chips are down—when 
e—when schedules must be met 
achinery look to 


Good reason! W 
records are at stak 
—the men who know marine m 
SOCONY MOBIL for its protection. 
. + + 
motion—in your car, 


Wherever there’s progress in 
home— you, too, can 


your factory, your farm or your 
look to the leader for lubrication. 








SOCONY MOBIL 
LEADER IN LUBRICATI 


orporation and Magnoli 


Affiliates: General Petroleum C 


OIL COMPANY, INC. 
ON FOR NEARL 
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Uranium Boom Over 





(Continued from page 162) 


weapons. Government policy has 
been to require return of spent 
fuel to this country for process- 
ing. Since this is the first instance 
of an American firm proceeding 
with installation and operation of 
commercial power reactors 
abroad, considerable pioneering 
will be required. 


Uranium Raises Other Problems 


Uranium has been raising a 
multitude of problems since the 
atomic age was born in World 
War II. It has spawned bustling 
towns with uranium prospectors 
coursing the streets. Grants, 
N. M., which has attracted the 
Anaconda people as well as thou- 
sands of small prospectors, is 
threatened with bankruptcy, due 
to heavy expenditures for sewer, 
water and other facilities. A 
group of Texas business men has 
offered to buy Grants for $500,- 
000, the very sum the town would 
like to borrow from the Govern- 
ment to avert bankruptcy. 

Clerks, storekeepers and house- 
wives, many of whom never be- 
fore owned a share of stock, have 
been prime prospects for peddlers 
of penny uranium stocks and the 
turnover on the Salt Lake City 
Exchange some days is higher 
in share total than the New York 
Stock Exchange. Others have left 
their jobs and homes to prospect 
for the ore. Thousands of people 
in the Rockies region have a siz- 
able stake in the future of urani- 
um. Many investments are jeopar- 
dized by the lack of trained 
technicians at remote sites. 


Rapid Strides Cited 


The uranium mining industry 
has broadened the scope of its 
activities, to include besides the 
Colorado plateau, the Spokane 
Indian Reservation, the areas 
southeast of San Antonio, Tex., 
and parts of the Dakotas. Promis- 
ing prospects have been found in 
New Mexico, Arizona and other 
Western states. Total tons of ore 
produced in the past 12 months 
have been on the order of 40% 
greater than in the preceding 
year. New ore haulage roads have 
been projected, aggregating over 
1,000 miles, at a cost to the 
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Government of nearly $8 million. 
During August, uranium ores 
were milled at a rate nearly four 
times higher than in 1952, with 
probability that by 1956 the mill- 
ing rate will be over five times 
greater. 

There has been an increasing 
amount of drilling by private 
companies. For 1955, it is likely 
that 5 million feet of hole will be 
drilled. Today some 25 deposits 
are known to contain reserves in 
excess of 100,000 tons and a few 
are believed to have reserves in 
excess of a million tons. 


A Political Mineral 


Uranium is a political mineral, 
whatever its other attributes may 
be. Its only widespread use these 
days is in military applications. 
Potential practical commercial 
applications, which will develop 
during the next decade, are sub- 
stantial, but much smaller than 
the continuous furore about 
atomic energy would have the in- 
vestor believe. Since the major 
market for uranium will be the 
defense establishment during the 
next many years, political con- 
siderations are certain to domi- 
nate the economics of this era. 
There are such facets to the situ- 
ation as the temperature of the 
cold war, the politics of buying 
uranium from our allies or their 
colonies as an aid to their economy 
and domestic political considera- 
tions. Thus, the Administration 
would have to have extremely 
good reasons for ceasing to buy 
uranium if the dozen or so sena- 
tors who are elected by uranium- 
producing states are to be satis- 
fied. 

A practical aspect of uranium 
politics is that the cost of the 
present purchasing program is 
not large alongside other expendi- 
tures. Domestic production last 
year may have totaled 1.5 million 
tons of ore. At a typical $35 a ton, 
price would be only a little more 
than $50 million. Considering the 
small sums involved and the im- 
mense political importance of the 
mineral, it is scarcely likely that 
there will be a vital change in the 
ore-buying policy in the near 
future. 

As for commercial nuclear en- 
ergy, it will take years to build 
enough reactors to provide a 
large market for uranium. Even 
if the engineering and economics 
were clearly determined — and 
they are not, as of this date — it 








would take several years to byjj 
and put into operation a lar 
new power plant. Thus, to preg 
that commercial nuclear poy 
will not be big business within th 
next few years is not to be pe 
simistic—merely realistic. 
With scientists unable to agrd 
on whether the atomic age 
longs to uranium, thorium, bree 
er reactors, plain sea water— 
a combination of these—it is 
impossible task for an investmer 
analyst. The outlook, meanwhil 
for the uranium mining industry 
is uncertain, a condition thy 
should end the heyday of th 
moose pasture operator and mak 
the stock speculator wary ¢ 
uranium bonanzas. —EN 








What You Should Know 
About Highway Bonds 





(Continued from page 147) 


bridge the indicated revenue gay 
Superhighway Giant 


Although the Jersey Turnpik 
is the daddy of all roadways as: 
money-maker, it could, in tim 
be displaced by the New York 
Thruway, which traverses that 
state for some 500 miles—three 
times the size of Jersey’s. Impor- 
tant connections have yet to be 
completed, hence appraisal of th 
earnings potential are premature. 
In October, an additional $50 mil- 
lion of state-guaranteed Thru- 
way bonds were sold to a 92-mem- 
ber group headed by Chase Man- 
hattan Bank for a net interest 
cost of 2.5146%. The net interest 
cost of this issue represented the 
lowest interest cost of any of the 
five preceding issues of Thruway 
bonds, either guaranteed by the 
state or revenue bonds. The Thru- 
way has been offering bond is- 
sues since May, 1953. Including 
the latest issue, the New York 
State Thruway Authority has out- 
standing $300 million of state- 
guaranteed bonds, $350 million of 
revenue bonds and $50 million in 
notes. 

For the first six months of 1955, 
the Thruway collected $5,290,460 
from tolls and permits. When the 
connections to the New York City 
area are completed early next 
year the rate of income should 
rise substantially. The record for 
the full year of 1956 will tell the 
story. 

(Please turn to page 166) 
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there’s no puzzle 
when MANAGEMENT can fit the pieces 


Making the ‘‘pieces’’ of today’s business fall together 
quickly, efficiently and economically is a job which calls 
for prompt operating information to management. 


Royal McBee machines, business forms and procedures 
are engineered to meet the vital need for fast, 

accurate reports— placed on top management desks 

in time to capitalize on opportunity, or correct faults. 


If you are interested in seeing the full report of Royal 
McBee for the fiscal year ended July 31, 1955, write 


Secretary, Royal McBee Corporation. 











SUMMARY OF RESULTS 
for year ended July 31,1955, compared with previous year 
19551954 

Income from Sales of Products, 


Services, etc. ...... $84,694,569 $84,398,114 


Net Profit after Depreciation but 
before Federal Taxes on Income. $ 7,446,067 $ 6,304,121 


Provision for Federal Taxes on In- 
a erree soccsecs  SBLOMOU __ 3,513,000 


Net Profit after Depreciation and 
Provision for Federal Taxes on 
BE, Sb oh sae tanaaowde $ 3,633,067 $ 2,791,121 


Earned per Share—Common Stock. $2.45 $1.83 


(After Year-End Audit) 





ROYAL MCBEE CORPORATION 


2 PARK AVENUE, NEW YORK 16, N. Y. 











Uniteo States Lines 
Company 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
December 9, 1955, to holders of Com- 
mon Stock of record November 25, 1955, 
who on that date hold regularly issued 
Common Stock ($1.00 par) of this Com- 


pany 
CHAS. F. yg Secretary 
One Broadway, New York 4, N. Y. 














COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held October 11, 
1955, declared a quarterly 
dividend of $1.06% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable November 15, 
1955, to stockholders of 
record November 1, 1955. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 


























CONTINENTAL 

Cc CAN COMPANY, inc. 
A regular quarterly dividend of seventy- 
five cents (75¢) per share on the com- 
mon stock of this Company has been 
declared payable December 15, 1955, to 
stockholders of record at the close of 
business November 25, 1955. 


LOREN R. DODSON, Secretary 








———— 
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DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able December 5, 1955, to 
stockholders of record at 
= of business October 31, 
5. 


Cc. L. SWIM, 


October 18, 1955 Secretary 
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What You Should Know 
About Highway Bonds 





(Continued from page 164) 





Meanwhile, it is sobering to 
keep in mind that the estimated 
interest charges on the Thruway’s 
revenue bonds alone are projected 
to run to more than $5 million for 
a six-month period. This means 
that there must be a substantial 
increase in Thruway use if its 
earnings are to become an appre- 
ciable force in meeting interest 
charges, not just on the prior lien 
revenue-secured bonds, but on the 
$500 million of full-faith-and- 
credit debt to which the state’s 
voters gave their consent when 
the project first was broached. 
Also sobering is the realization 
that the Thruway, while promoted 
officially as a $500 million venture, 
is going to cost about twice that 
amount. 


Estimates and Costs 


The failure of Thruway offi- 
cials to come even close to esti- 
mating actual costs highlights a 
problem that is of deep concern to 
holders of highway bonds. It is 
not enough for them to know that 
interest is being paid promptly. 
That is practically assured in the 
financing arrangements. They 
need to be kept up to date on 
progress of the project, on how 
contract costs compare with orig- 
inal estimates, whether the bond 
proceeds are earnings as much as 
expected and how soon the road 
will start operating from termi- 
nus to terminus. 

The Ohio Turnpike was out- 


| standing, opening for traffic its 


| entire length on the scheduled 
date. Another outstanding ex- 
ample is the Florida Turnpike, a 
$74 million project financed in 
recent months. Costs thus far 
have been $7.3 million under fi- 
nancing estimates. This has en- 
couraged the Florida State Turn- 
pike Authority to extend the road 
six miles farther south than orig- 
inally planned. It believes the 
extension, calculated to boost rev- 
enues $400,000 in the first year of 
operation, can be carried out with- 
out raising the original bonded 
indebtedness. The Oklahoma 
Turnpike also shows costs of work 
contracted for to be $1.4 million 
under preliminary estimates. 





Turnpike Revenues Climbing 


Turnpikes are prospering jy 
most parts of the country. Thuy 
in Colorado, the Denver-Boulde 
Turnpike’s June revenues wer 
up 13.2% from the like 19} 
month. In Washington State, the 
Tacoma Narrows Toll Bridgg 
showed a 6% increase in revenue; 
for the first six months of 195; 
from the same period last year, 
In Oklahoma, the Tulsa-Oklahom, 
City Turnpike had a rise of 14% 
in revenues for the first half, 
compared with the 1954 period 
In Illinois, the Veterans Memo. 
rial Bridge at East St. Louis had 
June earnings 9% above those 
of June, 1954. 

In the light of this kind of 


Mi 





growth, more and more states 
have become convinced that toll 
roads are the only means of solv- 
ing their highway problems, 
States such as Jersey and Con- 
necticut are what might be term- 
ed “bridge” states. The bulk of 
their traffic comes from out of 
the state and the residents simply 
can’t support by themselves the 
highway system needed to handle 
the traffic. What many state of- 
ficials would like is for the Feder- 
al Government to underwrite toll- 
road bond issues, at least in part. 
This would enable the states to 
market their bonds at a more at- 
tractive rate. 

Railroads have been less than 
enthusiastic about the trend to 
toll roads, After all, these are 
long-haul transportation facilities 

erforming exactly the same serv- 
ice that the carriers do. They 
note with bitterness that the rail- 
roads are assessed heavy taxes on 
their property while the toll roads 
are exempt from property taxes. 
At least, every state, with the ex- 
ception of Texas, has decided the 
pay pikes should not be taxed. In 
Texas, the Legislature, in creat- 
ing the Texas Turnpike Authority 
in 1953, went along with the rest 
of the states and approved tax 
exemptions. The State Supreme 
Court, however, decided other- 
wise. Thus, private capital, back- 
ing toll roads in Texas, must pay 
the same taxes that any other 
common carrier facility pays, re- 
turn a good profit to investors 
and still turn the property over 
to the state without cost in 20 to 
30 years. The Texas example is 
not likely to be followed in many 
other states. 


(Please turn to page 168) 
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Wren the shock of President Eisenhower’s ill- 
ness set off the market decline, Forecast clients 
were in a sound and comfortable position . .. as a 
result of four definite policies we have followed: 


.1. We have been carrying only strong, divi- 
dend-paying issues, which now show hundreds 
of points profit — issues that performed well 
in the sudden decline. 


..2. At much higher prices than exist today, 
we advised subscribers to take one-half their 
profits in 3 stocks that showed 280 points 
profit from our buying prices. This enabled 
them to withdraw their original investment, 


plus a profit — to retain the remainder of 
these profitable shares which now cost them 
nothing — and to release cash for future 


A SOUND AND PROFITABLE POSITION .... 


andle recommendations. 
e of- 
~ ..3. For some time we have postponed all 
part, buying of new security selections — because 
2s to we felt the market was too vulnerable for our 
e at- subscribers to take the risk of expanding their 
than commitments. 
d e ‘ 
= ..4. In our September 20, 1955 bulletin, under 
ities our Market Advice, we urged: “Marginal and 
she speculative issues should be liquidated’’. 
“hey 
rail- Dynamic Opportunities To Emerge 
S on , : ; : 
ads § In our coming Forecast bulletins we will give the 
xes. J buying signal when promising stocks are truly 
the undervalued in light of bright 1956 prospects. 
. In ° 
eat- Mal Coupon 
rity yy) 
“est loday. 
tax 
me 4 
c. | Special Offer 
ck- 
pes MONTHS' 
yay 
ner 6 SERVICE $75 ome yor pM Ss. and Canada. 
aa MONTHS' Cf$i0.40 one year. 
rs T12 service § = $129 palmate 
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. Complete service will start at tae, 
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tional opportunities emerge at bargain prices 


over the months ahead as further excep- 





we will round out our invested position in our 

3 supervised investment programs, including 

e High-grade securities stressing safety, as- 
sured income - sound enhancement 


e Dynamic Stocks for Substantial Profits 
with Higher Dividend Potentials 


e Strong Low-Price Situations for Large- 
Percentage, Longer-Term Gains 


Each week, too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for the securities market—the action of the 46 
major stock groups . . . prospects for business— 
latest Washington news . . . as well as current trend 
signals given by the Dow Theory—and by our 


famous Supply-Demand Barometer. 


ENROLL NOW-—GET OUR LATEST ADVICES 


—our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices as special dividend 
payers with unusual growth potentiols reach un- 
dervalued levels. 


With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain—which to sell to release funds to buy our 
coming recommendations. 











SPECIAL OFFER—Includes one month extra FREE SERVICE 7 











once but date as officially be- 
ginning one month from the day 
your check is received. Sub- 
scriptions to The Forecast are 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


I enclose [] $75 for 6 months’ subscription: (] $125 for a year’s subscription 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: 1) $1.00 six months: [J $2.00 


Your subscription shall not be assigned at 
any time without your consent. 


(0 Telegraph me collect in anticipation of 
important market turning points... When 
to buy and when to sell... when to ex- 
pand or contract my position. 


six months 


List up to 12 of your securities fer our 
instial analytical and advisory report. 








deductible for tax purposes. * 


OCTOBER 29, 1955 











What You Should Know 
About Highway Bonds 





(Continued from page 166) 


It will be interesting to watch 
developments growing out of the 
court decree. The 223-mile Dallas- 
Houston pike, to be built by the 
privately-owned Texas Turnpike 
Co., is seeking sale of a $130 mil- 
lion issue. The investment com- 
munity is uncertain whether the 
issue can be sold at a reasonable 
rate in the current market. The 
bonds would be exempt from 
Federal income levies, but prop- 
erty of the vast private company 
would be subject to local property 
taxes. The Texas Turnpike Co. 
tried to sell its bonds earlier this 
year, only to find there was not 
sufficient demand. 

Another bond issue that faces 
rough going is the long-deferred 
$400 million issue to finance three 
toll roads in the Chicago area. 
This king-size issue, slated for 
the market this fall may not be 
salable in a tightening bond mar- 
ket at an interest rate the Illinois 
toll-road agency could accept. The 
issue would be the biggest toll 
offering to date. 

In summing up, it would ap- 
pear that the toll-highway grid 
of the nation—built, building or 
authorized—is far more exten- 
sive than anyone would have 
dared to predict a decade ago. 
However, extension beyond heavy 
industry and population concen- 
trations of the Northwest and 
Great Lakes states poses difficul- 
ties. There are exceptions, of 
course, such as the heavy-hauling 
oil country. In general, though, it 
takes the great metropolitan cen- 
ters to support in style a money- 
maker like the Jersey Turnpike. 
There is no way of telling how 
much dormant traffic is waiting 
to be tapped by an up-to-date in- 
terstate system. With 60 miilion 
vehicles on the road and the auto- 
motive industry turning out an- 
other 8 million annually, it will 
be many years before this country 
has the kind of highways essen- 
tial to keep traffic moving smooth- 
ly in its built-up areas. 

Investors in toll-highway bonds 
should make every effort, through 
available channels, to ascertain 
what is behind these indentures, 
traffic outlook and other vital 
data. It is well to remember that 
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engineering estimates have been 
known to err either way. Only 
independent judgment deriving 
from a thorough-going knowledge 
of this field will do. —END. 





Philadelphia Electric — 
A Utility with 
Dynamic Prospects 





(Continued from page 142) 


at a comparatively low cost in fuel 
and labor. 

In carrying out its construction 
program, Peco, since 1944 has al- 
most doubled its plant and prop- 
erty account which has increased 
from $430.2 million at the end of 
the earlier year to $812.6 million 
at the close of 1954. Peco’s annual 
provision for depreciation is sub- 
stantially the same as the amount 
of normal depreciation used in 
computing Federal income tax ac- 
cruals. It has also been granted 
Certificates of Necessity covering 
approximately $48.6 of construc- 
tion costs over 5-year periods, $40 
millon of which certified facilities 
were completed to December 31, 
1954, with the balance of about 
$8.6 scheduled for completion in 
1955. However, in order that net 
income not be subjected to fluctu- 
ations by reason of tax defer- 
ments, an amount equal to the 
reduction in taxes on income is 
credited to “Earned Surplus — 
Restricted” for use to offset the 
consequent increase in taxes after 
the amortization periods end. This 
is a policy that reflects Peco’s 
effective operating methods and 
its sound financial structure. 

The company has paid divi- 
dends annually during the last 53 
years, or since its organization 
in 1902. Since 1949 it has in- 
creased its dividend rate 50%, 
bringing the current rate to $1.80 
a share, payable 45 cents quar- 
terly. The common stock which 
has ranged so far this year be- 
tween a high of 43 and a low of 
3714 is currently selling around 
39, is attractive as a good-quality 
investment issue yielding 4.6% 
with above-average long-range 
growth potential. —END 





In the Next Issue 
Position and Outlook 
For 
100 Leading Active Stocks 
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(Continued from page 117) 


with the Arab world must lk 
retrieved. But, in the effort, we 
must take care not to sacrifice 
Israel, the one truly democratic§ / 
nation in that part of the world, 
Mr. Dulles deserves all our sym. 
pathy and support in the formi-j 
dable task which is thrusting it 
self upon him with terrifying 
speed. But he should know by 
this time that appeasement won't 
work. Still, the United States has 
immense power to work its will — 
which will be not only in its own 
interest but in that of the entire I 
] 

























Arab world itself. It should use 
this power resolutely. If, in the 
process, it must inflict a few 
wounds here and there, it should 
not shrink from the task which 
is imposed upon it. Failure to do 
this is tantamount to withdrawal 
from a vast region highly essen- 
tial to the safety of the free 
world, and abandonment of it to 
the Communists. —END 


BOOK REVIEW | 


The Scotswoman 
By INGLIS FLETCHER 

Inglis Fletcher here returns to the }/- 
period which in the memorable Ra- f(— 
leigh’s Eden and Toil of the Brave 
vielded such rich story. That is to say, 
this is a novel of the American Revoluv- 
tion and more particularly of its re- 
gional origins and first conflicts. It 
faithfully and dramatically restores 
one of the most romantic but least 
known episodes in our early history. 

For this is the American story of 
Flora MacDonald, whose Scots valor 
and feminine compassion once saved 
the fugitive Bonnie Prince Charlie. 
Though the famous thrills of that epi- 
sode in the Hebrides are freshly il- 
luminated here, the story centers in the 
North Carolina sequel—an almost lost 
chapter of American history which is 
even more moving and more revealing 
of Flora’s nobility and brave resolve. 

As always in an Inglis Fletcher 
novel, action, adventure and romance 
abound. Sword-play, a storm at sea, 
an attack by pirates. political intrigue. 
the hazards and difficult choice faced 
by Scots clansmen who are torn by con- 
flicting loyalities in an alien land, two 
love stories played out against the 
background of the tensions and pas- 
sions of revolution, the grand climax at 
the battle of Widow Moore’s Creek 
Bridge—these are elements in a plot 
that skillfully integrates fiction and 

For the first time in her distiguished 
eareer Mrs. Fletcher has elected to 
make a historical personage the prin- 
cipal character in a novel. Flora Mac- 
Donald is her finest achievement. 
Merrill $3.95 
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IT’S A PSYCHOLOGICAL FACT: PLEASURE HELPS YOUR DISPOSITIO 


Honk your disposition today 7 


EVER FEEL TOUCHY AS A TIGRESS? It’s only natural, when 
little annoyances irk you. But here’s a psychological fact: 
pleasure helps your disposition. That’s why everyday 
pleasures, like smoking for instance, are important. 
If you’re a smoker, it’s so sensible to choose your 
cigarette for utmost pleasure. What else but Camel! 


~ R.J. Reynolds Tobacco Co., Winston-Salem, N. G, 


Hollywood’s BRIAN KEITH, sensational star of TV’s 
dynamic new “Crusader”, agrees that pleasure helps 
one’s disposition. And Camels give more pure pleasure — 
more flavor, reliable mildness, smoke after smoke. Good 
reasons for you to try Camels. See why today their richer 
blend agrees with more smokers than any other brand! 


No other cigarette is so rich-tasting, yet so mild! 

















